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FOREWORD 

By 

John D. Rockefeller, Jr- 


I WAS born a teetotaler and I have been a tee- 
totaler on principle all my life. Neither my father 
nor his father ever tasted a drop of intoxicating 
liquor. I could hope that the same might be true of 
my children and their children. It is my earnest 
conviction that total abstinence Is the wisest, best, 
and safest position for both the individual and so- 
ciety. But the regrettable failure of the Eighteenth 
Amendment has demonstrated the fact that the ma- 
jority of the people of this country are not yet ready 
for total abstinence, at least when it is attempted 
through legal coercion. The next best thing — ^many 
people think it a better thing — is temperance. There- 
fore, as I sought to support total abstinence when 
its achievement seemed possible, so now, and with 
equal vigor, I would support temperance. 

In the attempt to bring about total abstinence 
through prohibition, an evil even greater than in- 
temperance resulted — ^namely, a nation-wide disre- 
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gard for law, with all the attendant abuses that fol- 
lowed in its train. That this intolerable situation 
should be done away with has seemed to me even 
more important for the moment than the promotion 
of temperance. It was for that reason that I took a 
position more than a year ago in favor of the re- 
peal of the Eighteenth Amendment. 

But with repeal the problem is far from solved. 
As Senator Capper has aptly said, “We may repeal 
Prohibition, but we cannot repeal the Liquor Prob- 
lem.” If carefully laid plans of control are not made, 
the old evils against which prohibition was invoked 
can easily return. Some months ago I came to the 
conclusion that as a step toward such control, a 
study of the practice and experience of other coun- 
tries would be of genuine service. The liquor prob- 
lem is a world-wide problem and has been wrestled 
with by many nations. A program of action based on 
intimate knowledge of their successes and failures, 
as well as on experience in this country, appeared 
to me to be a contribution to the thinking of the 
American people on this subject which might be 
welcomed. I therefore asked Mr. Raymond B. Fos- 
dick and Mr. Albert L. Scott to organize such a 
study, which is here offered to the public. 

Mr. Fosdick is a practicing attorney, who has 
made outstanding researches in police and other so- 
cial problems. Mr. Scott is a practicing engineer, 
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who has also devoted much time and thought to the 
intensive study of social and religious movements. 
It seemed to me that this combined professional 
background would make possible a thorough and 
well-balanced survey and appraisal of the lessons of 
experience. Except to ask Mr. Fosdick and Mr. 
Scott to make the investigation, I have taken no 
part in the matter. I have made no suggestions as 
to methods or findings, nor was I acquainted with 
the conclusions of the authors until the completed 
manuscript was presented to me. The volume as I 
read it represents a careful and conscientious in- 
vestigation; its objectives coincide completely with 
my own views. Rightly, the first objective is the 
abolition of lawlessness. Any program offered in 
lieu of the Eighteenth Amendment must make that 
its chief aim, even if — and I weigh carefully what 
I say — the immediate result is temporarily away 
from temperance. 

The second objective is the focusing of all the 
forces of society upon the development of self-con- 
trol and temperance as regards the use of alcoholic 
beverages. As the report aptly says, public stand- 
ards as a basis for law can be improved only as 
private standards are improved. To develop the 
habit of temperance in individuals, to take up again 
the slow march of education — ^this is the real and 
fundamental approach to the problem of alcohol. 
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The report regards liquor taxation, as it should 
be regarded, primarily as a helpful factor in for- 
warding these objectives, and only incidentally as a 
means of producing income. 

I am also greatly impressed with certain prin- 
ciples in the report, which seem to me of profound 
importance in any present or future effort to deal 
with the liquor problem. One of them is that law 
must always be the articulate organ of the desires 
of living men. Men cannot be made good by force. 
In the end, intelligent lawmaking rests on the knowl- 
edge or estimate of what will be obeyed. Law does 
not enforce itself. The Eighteenth Amendment em- 
bodied an Ideal, but it could succeed only with the 
support of public opinion. The mistake involved In 
its passage was the failure to foresee that unhap- 
pily it might not always have that support. 

Another principle which the report develops Is 
that only as the profit motive is eliminated is there 
any hope of controlling the liquor traffic in the in- 
terest of a decent society. To approach the problem 
from any other angle is only to tinker with it and 
to insure failure. This point cannot be too heavily 
stressed. 

But the report speaks for itself; It needs no in- 
terpretation from me. Two things only would I add : 
The first is that my confidence in the open-minded- 
ness and sound judgment of the gentlemen who have 
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prepared this report is such that I have no hesita- 
tion in commending it to the careful consideration 
of the American people. The second is that I find 
myself in complete agreement with the recommen- 
dations contained in the report and endorse them 
fully and unreservedly. 




> - >> >> - > - >>>>> »««« ««« < ««« < < 


PREFACE 


This study, initiated in February, 1933, is based 
primarily on field investigation conducted by the 
members of our staff in England, France, Germany, 
Italy, Russia, Poland, Finland, Sweden, Norway, 
and Denmark, as well as in all the Canadian prov- 
inces, In addition, extensive examination was made 
of American experience both under prohibition and 
in the various states prior to prohibition. We have 
also analyzed current state legislation which in the 
last few months has anticipated the repeal of the 
Eighteenth Amendment. In order to obtain the 
opinion of representative groups as to what meas- 
ure and plan of liquor control were feasible in the 
various states, members of the staff have interviewed 
many people In different parts of the country — 
judges, lawyers, clergymen, social workers, news- 
paper editors, representatives of the Foreign Lan- 
guage Information Service, distillers, brewers, mem- 
bers of the Federal Bureau of Industrial Alcohol 
and the Prohibition Bureau, law enforcement officers, 
police officials, college presidents, members of the 
state boards of control already established, and 
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Others. A representative cross-section of American 
opinion, as geographically widespread as the time 
permitted, was thus obtained. 

It has been our purpose not only to outline broad 
general principles but to point the way to methods 
of liquor control supported by the best opinion and 
experience which we could secure both in this coun- 
try and abroad. 

Many people have helped in this study, and it is 
impossible to mention by name all those to whom 
our thanks are due. But we acknowledge with grati- 
tude the generous measure of time and patience, as 
well as the uniform and unwearied courtesy and help- 
fulness which all of us engaged in this undertaking 
encountered both here and abroad. 

Particular reference is due those most closely as- 
sociated with us. Their devoted work and enthusi- 
asm have made this book possible. Indeed, while 
we assume responsibility for the volume as its au- 
thors, it has been the product of group considera- 
tion, and to this group we would pay a sincere 
tribute of thanks. It consisted of the following : 

Mr. Leonard V. Harrison, of the Bureau of 
Social Hygiene, who visited Denmark, Sweden, 
Norway, Finland, and England, and who, more 
than any other one person, is responsible for the 
chapters on the systems of control; Dr. Luther 
Gulick of Columbia University, Director of the 
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Institute of Public Administration, whose expert 
knowledge of governmental practices has been of 
incalculable assistance; Mr. Everett Colby, who 
studied the situation in Russia and England, and 
who brought to our subsequent discussions an inti- 
mate knowledge of public life; Mr. Chauncey Belk- 
nap, whom we have consulted on legal questions; 
Mr. A. LeRoy Chipman, who spent several months 
studying the existing control plans in every Canadian 
province; Dr. Frank A. Ross of Columbia Univer- 
sity, who studied particularly the history of liquor 
control; Mr. Frank B. Amos, who interviewed many 
prominent Americans, especially in the Middle West 
and South; Miss Elizabeth Laine, who worked on 
problems connected with existing legislation; Mr. 
Joseph F. Shadgen, who contributed generously 
from his store of knowledge of the actual business 
of manufacturing alcoholic beverages; Dr. Theo- 
dore Abel of Columbia University, who carried on 
a study in Poland, Germany, and Austria; Dr. Vit- 
torio Racca of the Institute of Human Relations at 
Yale University, who surveyed the liquor control 
system of Italy; Mrs. Margaret Grant Schneider, 
who interviewed representatives of many groups, 
assisted in research work, and carried a heavy load 
of office detail; and Mr. Alexander L. Radomski, 
who served as a research worker in source material. 
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This study is the result of their labors, and what- 
ever is creditable in the report is due to them. 

Raymond B. Fosdick 
Albert L. Scott 

49 West 49 Street 
New York City, 

October 2, 1933 
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Chapter One 

THE BACKGROUND OF THE PROBLEM 


“The attempt to control by law the use of intoxicat- 
ing beverages is many centuries old.t In America 
legal restrictions surrounded the sale of liquor from 
the earliest Colonial days. Temperance movements 
have come and gone ; organized efforts for modera- 
tion, backed by moral suasion, have had their day; 
but in all the long struggle with one of the most 
difficult human problems law has remained our chief 
weapon in trying to curb the social consequences of 
excess. 

Liquor legislation in America presents a bewilder- 
ing picture of shifting public sentiment and vacil- 
lating policies. The pendulum has swung from one 
extreme to another; reaction from a particular 
experiment repeatedly has carried succeeding legis- 
lation far in the opposite direction. Laws have been 
hastily and immaturely conceived, and new experi- 
ments have been cramped by minute legislative re- 
strictions and handed over to the tender mercies of 
the spoils system, making success under any cir- 
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cumstances impossible, ^here are but few instances 
in America in which scientific consideration or long 
and patient study by experts has been given to the 
ends desired, the issues at stake or the principles 
involved. Makeshift and improvisation have far too 
often been the tools employed. Public irritation and 
impatience have greeted the progress of each new 
system of control and, frequently, before the system 
has had an opportunity to prove itself one way or 
the other a new system has been devised and put into 
operation. In four different periods in her history 
Iowa had some form of state-wide prohibition, alter- 
nating with license systems of one type or another. 
Rhode Island swung from license to prohibition and 
back again three times in less than forty years. A 
century of liquor legislation in Massachusetts can 
be broken up into the following approximate periods : 
twelve years of stringent license, eight years of 
qualified prohibition, sixteen years of the so called 
“Maine type” of prohibition, one year of high 
license with local option, a six-year return to modi* 
ficd prohibition, thirteen years of low license, eight- 
een years of high license, twelve years of high 
license with local option, and finally prohibition. 

It will be noticed that prohibition itself is by no 
means a new idea. Many states experimented with 
it before 1920. Between 1846 and 1855, thirteen 
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states — ^more than one-third of those that then 
existed — adopted it in one form or another, includ- 
ing New York, Illinois, Massachusetts and Rhode 
Island. Its fortunes varied from a trial of one year 
in New York and two years in Illinois, Delaware 
and Iowa to forty-eight years in New Hampshire, 
fifty in Vermont and seventy in Maine, in the last 
state with a two-year break. By 1863 the thirteen 
prohibition states had shrunk to six, and, of these 
six, five recanted later. 

A second wave of state-wide prohibition, which 
began during the i88o’s, represented, in part at 
least, the return to dry status of those states in 
which this experiment had previously been tried and 
discarded. Altogether eight states were enrolled 
under the prohibition flag during this period, of 
which five later withdrew. By 1904 only three re- 
mained. 

A third wave, essentially Southern and Western, 
developed at the end of the first decade of the 
Twentieth Century. When we entered the war in 
1917, 25 states had prohibition laws, and the foun- 
dations of the Eighteenth Amendment had been 
definitely laid. By 1919, prior to the adoption of the 
Amendment, the number had risen to 33. In this list 
were three states in which prohibition had been in 
continuous operation for years, and six others which 
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had experimented with this type of control on ear- 
lier occasions.^ 

The same kind of kaleidoscopic change character- 
ized the employment of the license system. At one 
time or another in the various states — and often in 
a muddled relationship — every kind of licensing de- 
vice and expedient has been attempted : high license 
fees, low license fees, segregation of licenses in rela- 
tion to residences, schools and churches or restriction 
in fixed ratios to population, and an almost limitless 
variety of classifications of licenses. The county dis- 
pensary method has also been tried ; indeed, during 
the last decade of the Nineteenth Century and the 
first few years of the Twentieth, it made rapid head- 
way, particularly in the South, only to be over- 
whelmed by the third tidal wave of the prohibition 
movement. Similarly, South Carolina for fourteen 
years carried on a limited and unsatisfactory experi- 
ment with the state dispensary system. South Dakota 
for two years had legislation providing for such a 
system, but no dispensaries were actually established. 

Not only have the policies themselves been sub- 
ject to rapidly shifting changes but the methods of 

^The thirty-three prohibition states in 1919, prior to the adop- 
tion of the Amendment, comprised approximately 80 per cent of 
the area of the United States and 5a per cent of the population. 
If dry local option areas in non-prohibition states are included, 
the total dry area at this time comprised 95 per cent of the country 
and involved 68 per cent of the population. 
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administration as well. Checks and balances and in> 
geniously conceived restrictions, state excise boards, 
county excise boards, municipal excise boards, ju- 
dicial boards, local option plans or confused com- 
binations of several administrative ideas and prin- 
ciples — all these have been the product of uncertain 
and bewildered legislatures, harassed into believing 
that somewhere or in some fashion there could be 
found or developed a legal device which would 
completely solve, once and for all, the problems of 
the liquor trade. It was this search for a cure-all 
that brought us the Eighteenth Amendment. Here 
at last was a magic formula, a simple solution, by 
which, in relation to more than 100,000,000 people, 
age-old evils could with one stroke be eliminated. 

After fourteen years the American people have 
renounced this faith. A new amendment, the Twenty- 
first, repeals the Eighteenth. With apprehension as 
well as relief the public asks: What shall replace 
national prohibition? 

The Limitations of Law 

One can scarcely study the history of liquor legis- 
lation leading up to the adoption of the Prohibition 
Amendment of 1920 without coming to the conclu- 
sion that too often we have attempted to impose on 
law a burden which law by itself is not equipped 
to carry. We have resorted to law to make up the 
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deficiencies of other agencies of social control. We 
have tried to govern too largely by means of law 
tendencies which in their nature do not easily admit 
of objective treatment and external coercion. We 
have labored under a belief that law could be used 
as a short cut to a desired end and that the agencies 
through which moral objectives are normally sought 
— for example, the home, the school, the church — 
could be subordinated to a speedier process. “Noth- 
ing is more attractive to the benevolent vanity of 
men,” said James Coolidge Carter, “than the no- 
tion that they can effect great improvement in 
society by the simple process of forbidding all wrong 
conduct, or conduct that they think is wrong, by 
law, and of enjoining all good conduct by the same 
means.” 

This easy fallacy has marked the evolution of 
liquor legislation in America. In a delicate field, in- 
volving divergent standards and appetites, our 
main approach has been by way of the police. We 
have not hesitated to bring habits and customs, 
widely practiced and widely regarded as innocent, 
within the scope of our criminal laws. Legislation 
has seemed to us to contain some redemptive ele- 
ment within itself — as if words on a statute book 
could by some alchemy alter the tastes and pref- 
erences of men. On no other theory can be based 
an explanation of the intricate legal patchwork 
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which has constituted our chief defense against 
the abuse of alcohol — one frantic bit of legislation 
after another in an attempt to minimize and check 
the evils of overindulgence. 

With the passing of the national prohibition ex- 
periment there seems to be developing a recogni- 
tion of the fact that law is not a royal road to a 
moral goal. We do not wish to underestimate the 
part that legislation can play as a social function. 
It cannot by itself set new standards, yet it need not 
be merely “the culmination of settled habits and 
customs.” It can be a wise blend of accepted prin- 
ciple and courageous experiment, a judicious balance 
between the tradition and experience of the past and 
the adventure and promise of the future. But always 
it must be the articulate organ of the desires of 
living men. Permanent advance in human society 
cannot be brought about by night-sticks and patrol 
wagons. Men cannot be made good by force. The 
mechanism of society is a matter of stresses and 
strains in which a large number of factors carry 
their share of the weight. The lawmaker, if he is 
wise, will determine how far legal processes are 
adapted to the ends he seeks to secure. He will 
learn not to expect too much of the law and he will 
resist the temptation habitually to convert into legal 
crimes practices which he deems mischievous or 
unethical. 
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In the end intelligent lawmaking rests on the 
knowledge or estimate of what will be obeyed. Our 
traditional belief in the efficacy of law as a means 
of social control resulted in hundreds of liquor stat- 
utes which were unenforced and largely unenforce- 
able, either because they did not represent public 
opinion or because the public opinion they did repre- 
sent was not sufficiently preponderant in the com- 
munity. Law does not enforce itself. Its machinery 
must be set in motion and kept in motion by indi- 
vidual human beings. As Dean Pound of Harvard 
has pointed out, there must be something more than 
the abstract content of the legal precept to move 
human beings to act. Certainly the only standard 
which the law has any hope of enforcing is the 
standard prevailing in the community as a whole 
and not that which prevails in a single group, no 
matter how enlightened it may be. 

In brief, to use the blunt phrase of “Golden 
Rule” Jones, former Mayor of Toledo: “Law in 
America is what the people will back up.” Its au- 
thority is social acquiescence. Its life is in its en- 
forcement. Victorious upon paper, it is powerless 
elsewhere. The test of its validity is the strength 
of the social reaction which supports it. Only as it 
expresses the composite will is it effective in coerc- 
ing the individual. “The law is only a memoran- 
dum,” said Emerson. “We are superstitious and 
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esteem the statute somewhat; so much life as it has 
in the character of living men is its force,” 

It is obvious that public standards as a basis for 
law can be improved only as private standards are 
improved. To develop the habit of temperance in 
individuals, to take up again the slow march of edu- 
cation — this is the real and fundamental approach 
to the problem of alcohol. To this point we return 
again in a later chapter. We raise it at this time 
because, while we shall deal almost exclusively with 
legislative arrangements and legal restrictions — and 
that, indeed, is the primary purpose of this book — 
we wish at the outset to disavow for ourselves the 
na'ive belief, apparently obtaining in many quar- 
ters, that law is the chief bulwark of temperance. 
In respect to the use of intoxicants, law has its 
place in registering the requirements of the com- 
munity with a view to protecting the public order. 
Of far greater significance, however, in our opinion, 
are those other agencies of social control, centering 
in the strengthening of the character of the indi- 
vidual, which touch the roots of the problem as law 
cannot hope to touch them. 

What is the Communityf 

We have said that no system of liquor control can 
be successful which does not command the approval 
of the community. But what is the community which 
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the legislator must have in mind? And how is its 
opinion on the subject of liquor control to be ascer- 
tained? These are problems which for years have 
tested the ingenuity of students of government. 
The difficulties are not peculiar to liquor legislation, 
though there is probably no field of legislation in 
which mistakes of judgment on these points are 
more fatal to successful law enforcement. 

It was often argued, in justification of the Eight- 
eenth Amendment, that at the time of its adoption 
an overwhelming percentage of the territory of the 
United States, and of its population, was under 
local prohibition laws. But it was a mistake to re- 
gard the United States as a single community in 
which a uniform policy of liquor control could be 
enforced. When the citizens of the United States 
wrote prohibition into the Federal Constitution they 
forgot that this nation is not a social unit with uni- 
form ideas and habits. They overlooked the fact 
that in a country as large as this, racially diversi- 
fied, heterogeneous in most aspects of its life and 
comprising a patchwork of urban and rural areas, 
no common rule of conduct in regard to a powerful 
human appetite could possibly be enforced. 

The country made another miscalculation, perhaps 
even more fundamental. It established a system un- 
der which the broad matter of policy was settled by 
the Federal Constitution and by federal law; but the 
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enforcement of that policy was left almost entirely 
to the police officers and the inferior courts of the 
local units of government, in the hands of men 
who were responsible not to the federal govern- 
ment nor to the state government, but to the local 
voters. Indeed, unless we had been prepared, as 
we obviously were not, to create a far greater army 
of federal police agents than were actually mar- 
shaled together, no other course was open to us- 
But it was the centralizing of the determination of 
policy combined with the decentralizing of the exe- 
cution of policy that nullified the experiment in those 
areas where sympathy for its purposes was non- 
existent, and brought the inevitable trail of conse- 
quences in terms of the bootlegger, hypocrisy, cor- 
ruption and failure. 

With the repeal of the Eighteenth Amendment, 
therefore, we must assume that the single state be- 
comes the largest community for the legislator to 
consider. It is safe to say that the country is not 
at this moment prepared for another enabling con- 
stitutional amendment and another federal experi- 
ment. We have returned to the individual state the 
power to deal with the question, and there is no 
reason to believe that this policy will be reversed 
— at least for some years to com^ 

Is even the state too large a community to be 
subject to a single and uniform policy through- 
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out its length and breadth? The answer to this 
question must depend upon the size of each com- 
monwealth and the diversity of origin, occupation 
and interest of its population. There may be some 
states which for the purpose of liquor legislation 
constitute single units with a relatively homogene- 
ous population having substantially common origins 
and social habits. In such states a single liquor 
policy might safely be applied. On the other hand, 
there are states which contain both large cities and 
extensive rural districts. It is hardly necessary to 
point out that such states are not, for purposes of 
liquor legislation, single communities. A policy satis- 
factory to the farming districts in all probability 
would be too strict for the cities, and even within 
the limits of a single city there would be sub- 
divisions, the wishes and preferences of which 
should merit consideration. 

It is here that we must fall back upon the prin- 
ciple of “local option,” a principle which is in ac- 
cord with American legislative tradition and un- 
doubtedly offers the most promising measure of 
success. It places behind all the local officials who 
administer the system the same public opinion that 
determines the system. That this principle has its 
difficulties is patent to anyone who is familiar with 
the experience of the past, and we shall speak of 
them in later chapters. The point we would stress 
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at this time is the necessity of bringing the deter- 
mination of how the liquor problem shall be 
handled as close as possible to the individual and his 
home. If conditions in the locality in which he lives 
are of his own choosing, and if he can reasonably 
be protected in the maintenance of those condi- 
tions, even though the whole system may not be ideal 
i — and certainly it will lack in uniformity — the total 
result will be more satisfactory than would be an 
ambitious plan of greater geographical magnitude 
under which the wishes of thousands of neighbor- 
hoods are disregarded in the interest of some shad- 
owy common good. 

What does the Community want? 

In the violent reaction against the Eighteenth 
Amendment, what is it that the public has in mind? 
What principles lie behind this rebellion and what 
are the objectives that are sought? Fourteen years 
ago the Prohibition Amendment was adopted with 
a degree of enthusiasm that surprised even its 
friends. Today it is summarily rejected. What has 
caused this swing of the pendulum and what are 
the motives that have guided it? 

The difficulty of finding an answer to these ques- 
tions is at once apparent. There is no well-dehned 
community of public opinion on this matter. There 
are varying principles and divergent objectives, and 



14 TOWARD LIQUOR CONTROL 

they are not infrequently confused and contradic* 
tory, not only as between different sections of the 
country, but as between different groups and indi- 
viduals in the same section. Nevertheless, it is per- 
haps possible to discover in any public question a 
certain common denominator of belief, a residue of 
ideas around which opinion centers, not with entire 
unanimity, to be sure, but with such a reasonable 
degree of unanimity as to justify the impression of a 
definite point of view and a well-defined basis for 
action. 

We have been at pains to secure, as far as we 
could, a cross-section of opinion from all types of 
leaders of thought and activity in the United States 
on the subject of liquor control : newspaper editors, 
political leaders, social workers, clergymen, educa- 
tors, manufacturers, labor leaders, farmers, business 
men, liquor producers, prohibitionists, government 
officers now and formerly concerned with the prob- 
lem of liquor supervision, and others. Over four hun- 
dred such leaders were personally interviewed. What 
we wanted to obtain, if possible, was a body of 
principles upon which recommendations for a new 
type of liquor control could conceivably be based. 
We wanted an understanding of motives, a knowl- 
edge of objectives. 

Out of the mass of opinions obtained it is pos- 
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sible to set down a few definite principles behind 
which, it can be said with reasonable accuracy, a 
substantial degree of public support exists. We have 
adopted these principles as our own and they have 
served as guides in the writing of this volume and 
in the preparation of our recommendations. Briefly, 
they are as follows: 

I- At all costs — even if it means a temporary in- 
crease in consumption of alcohol — ^bootlegging, rack- 
eteering and the whole wretched nexus of crime that 
developed while the Eighteenth Amendment was in 
force must be wiped out. The defiance of law that 
has grown up in the last fourteen years, the hypoc- 
risy, the break-down of governmental machinery, the 
demoralization in public and private life, is a stain 
on America that can no longer be tolerated. The 
American people are definitely aroused in a deter- 
mination to clean up this source of corruption and to 
reestablish the integrity and dignity of the law. 

2. Wide areas of the public are unconvinced that 
the use of alcoholic beverages is in itself reprehen- 
sible. That there is grave peril of immoderate use is 
unanimously conceded. In respect to every human 
desire, intemperance has always been the chief frailty 
of mankind. But while hundreds of thousands of 
people are by preference and practice teetotalers, 
public opinion will not support the thesis that the 
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temperate use of alcohol is inconsistent with so* 
briety, self-control, good citizenship and social re- 
sponsibility. More than that, many people believe 
that such moderate use can be made an agreeable 
phase of a civilized mode of living. 

3. The saloon, as it existed in pre-prohibition 
days, was a menace to society and must never be 
allowed to return. Behind its blinds degradation 
and crime were fostered, and under its principle of 
stimulated sales poverty and drunkenness, big profits 
and political graft, found a secure foothold. Public 
opinion has not forgotten the evils symbolized by 
this disreputable institution and it does not intend 
that it shall worm its way back into our social life. 

4. Despite the reaction from the Eighteenth 
Amendment, America is in no mood to stand any 
aggressiveness on the part of the brewers, the dis- 
tillers and the liquor trade generally. The memory 
of their campaigns against temperance, of their cor- 
rupt legislative activities and of their insolent in- 
trusion into our political life in the days before 
prohibition, is still alive. Any indication that they 
are once more pushing their business in violation 
of decent social standards will bring the pendulum 
swinging back. 

5. Public opinion is gratified by the record of 
sobriety that has attended the return of beer. It is 



THE BACKGROUND OF THE PROBLEM 

distinctly apprehensive over the prospective legal- 
ized return of spirits. For America aspires to be a 
temperate nation. It has a passionate desire that 
its young people shall be protected against the 
greedy commercialization of the liquor trade and 
the pitfalls of intemperance. It dreads the hazards 
and inefficiencies that attend immoderation. It is 
fully prepared to take drastic steps if, as a result 
of the present attitude of toleration, conditions 
should once more get out of control. 

6. America is inclined to believe that there is 
some definite solution for the liquor problem — some 
method other than bone-dry prohibition — that will 
allow a sane and moderate use of alcohol to those 
who desire it, and at the same time minimize the 
evils of excess. There is no unanimity of opinion as 
to what that solution shall be, but the people at the 
moment are in an adventurous mood. A new philos- 
ophy of change is in the air, and political ideas are 
now being put into effect which were unthinkable 
even a decade ago. The question is asked: Why 
should we follow the old pre-prohibition route? 
Why is it not possible to strike out on a fresh 
trail? If in relation to every other business new so- 
cial and political controls are daily being devised, 
why in relation to this liquor business should we not 
create a new technique, a new method, by which it 
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can be brought within the compass of what the pub> 
lie really desires? 

The Conclusions of this Report 

This report attempts to find an answer to this 
type of question, and our conclusions may be briefly 
summarized as follows : 

1. State-wide, bone-dry prohibition will prove un- 
successful in controlling the problem of alcohol, un- 
less such a system has behind it overwhelming public 
support. Even then it will tend to carry in its trail 
the hypocrisy and lawlessness which marked the na- 
tional experiment. 

2. The experience of every country supports the 
idea that light wines and beers do not constitute a 
serious social problem. 

3. While many states will doubtless follow the 
Ifcense method in the control of beverages of higher 
alcoholic content, this method contains a funda- 
mental flaw in that it retains the private profit mo- 
tive which makes inevitable the stimulation of sales. 

4. Wide experience in many countries indicates 
that the best approach to the problem of heavier 
alcoholic beverages is through state control. By state 
control we mean specifically a system by which the 
state, through a central authority, maintains an 
exxdusive monopoly of retail sale for off-premises, 
consumption. This authority determines prices, fixes 
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the location of its stores, controls advertising, and 
in general manages the trade in such a way as to 
meet a minimum, unstimulated demand within con- 
ditions established solely in the interests of society. 

5. The primary objective of taxation should be 
social control, not revenue. Taxes should be levied 
not with the idea of filling the public treasury at 
whatever cost to public morality and efficiency, but 
as a method of reducing the consumption of alcohol. 
, 6. Education in its broadest sense has a greater 
part to play in creating a sober nation than has 
legislative enactment. Temperance lies in the char- 
acter, standards and self-discipline of individual 
men and women. Education is a slow process, but it 
carries a heavier share of the burden of social con- 
trol than does legal coercion. 
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Chapter Two 

THE LEGACY OF PROHIBITION 


The adoption of the Twenty-first Amendment does 
not, as many people think, wipe the slate clean for 
completely new systems of liquor control. It leaves 
untouched the laws and constitutional provisions 
now existing in the various states. Moreover, a num- 
ber of federal statutes relating to liquor were passed 
before the adoption of the Eighteenth Amendment 
and have never been repealed. After a period of 
more or less suspended animation, these laws now 
revive and may become potent instruments of con- 
trol. Before discussing the new legislation proposed 
in this report, we must, therefore, pause to examine 
briefly the background of existing law against which 
our recommendations are projected. 

The Twenty-first Amendment, aside from pro- 
cedural matter, contains two clauses: the first re- 
peals the Eighteenth Amendment; the second for- 
bids the transportation of intoxicants into any state 
for delivery or use in violation of the laws of that 
state.^ Consequently, prohibition, in so far as it is 
*For the text of the Amendment, tee Appendix I. 
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established in state laws or state constitutions, will 
not be eradicated by the adoption of the new 
Amendment. Instead, the power of a dry state to 
exclude liquor shipments, previously protected only 
by Act of Congress,® will be given the added sanc- 
tion of an express constitutional guarantee. No 
change hereafter in the temper of Congress can 
deprive dry states of the right to stop liquor ship- 
ments at their borders, a right which received its 
first statutory recognition only twenty years ago. 

In spite of the adoption of the Twenty-first 
Amendment, prohibition will continue to operate in 
over half the states, thirty in number.® In almost 
one-third, fourteen in number,* resort must be had 
to the difficult process of modifying the state con- 
stitution before the sale of alcoholic beverages can 
be legalized. It is true that there has been a marked 
trend away from state prohibition. Since January 
I, 1932, five states have repealed the dry clauses 
in their state constitutions and five others have re- 

•The Wcbb-Kcnyon Act of March i, 1913 (c. 90, 37 Stat. 699) ; 
sec also the Reed Amendment (Act March 3, 1917, c. 162, 39 Stat. 
X069) and the Wilson Original Packages Act of Aug. 8, 1890 
(c. 728, 26 Stat. 313). For the text of these acts see Appendix 1. 

•Alabama, Arkansas, Florida, Georgia, Idaho, Iowa, Kansas, 
Kentucky, Maine, Michigan, Minnesota, Mississippi, Missouri, 
Nebraska, New Hampshire, North Carolina, North Dakota, Ohio, 
Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota, 
Tennessee, Texas, Utah, Vermont, Virginia, West Virginia and 
Wyoming. 

^Florida, Idaho, Kansas, Kentucky, Maine, Nebraska, Ohio, 
Oklahoma, Oregon, South Dakota, Texas, Utah, West Virginia and 
Wyoming. 
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scinded their prohibition statutes. In eight others 
constitutional referenda are scheduled during 1933 
and 1934. But it is safe to say that procedural ob- 
stacles standing in the way of a change will be enough 
to keep some states legally dry for many months 
after the passage of the Twenty-first Amendment. 

State-wide Prohibition 

Nation-wide prohibition has been pronounced a 
failure. The task was too complex and required too 
sapid a shift of custom and habit to succeed in a 
land as extensive, as populous, and as heterogeneous 
as ours. It does not follow, however, that prohibi- 
tion in smaller units is necessarily headed for riie 
same complete failure. As a matter of fact, the his- 
tory of prohibition legislation in the several states 
prior to 1919 indicates that under the right circum- 
stances it may achieve some degree of success in mak- 
ing intoxicants difficult to obtain, thereby removing 
temptation from the young and from persons dis- 
posed to alcoholic excesses. As has been stated, 
three of our states found it a sufficiently good prin- 
ciple to govern their policies for many decades. 

It should be realized, although it seldom is, that 
prohibition is not a simple or single concept. Under 
the laws of the different states it has appeared in a 
multiplicity of forms, varying from practically com- 
plete non-sale to minimized restriction on sale. Sel- 
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dom, if ever, has all use of alcoholic beverages beea 
prohibited. Even the legislative acts generally re- 
stricting manufacture, sale or transportation have 
ordinarily contained exceptions. Thus, legislators 
have rarely attempted to prohibit manufacture of 
wines, beers and ciders in the home. Indeed, com- 
mercial manufacture and sale of the lighter bev- 
erages have sometimes been permitted. Under all but 
the dryest laws sale has been licensed for medicinal 
purposes. Many dry states have allowed importa- 
tion by the package from outside, and there are 
plenty of other instances of modifications of the pro- 
hibition principle which were employed prior to the 
Eighteenth Amendment in an effort to meet par- 
ticular demands. 

The possible future success of state-wide prohi- 
bition will depend entirely upon whether there is 
within the state an overwhelming majority in favor 
of this type of control. On no other basis can it 
hope to be even moderately successful. Any law re- 
lating to liquor has a broad incidence; it touches 
many people directly. Consequently, its popular 
backing must be strong. If an uncompromising, bone- 
dry prohibition is attempted, failure to marshal a 
preponderant sentiment behind it will, we believe, 
admit all the abuses which have recently been expe- 
rienced under the national regime. Each state is 
familiar with the peculiar manifestations of these 



24 TOWARD LIQUOR CONTROL 

abuses within its borders. Undoubtedly federal re- 
peal has altered some of the conditions, and it is 
possible that in a few states factors favorable to 
the retention of prohibition are discernible. As a 
general rule, however, it would seem to be advisable 
for a state to adhere to prohibition only when there 
is tangible evidence that public opinion is running 
definitely and irresistibly in its favor. No other 
method of handling the liquor problem depends so 
completely upon undeviating public support. 

Even in a state where a large majority of the 
voters have expressed themselves in favor of a thor- 
oughgoing non-sale policy it may be eminently de- 
sirable to make concessions to an irreconcilable mi- 
nority as a means of eliminating an organized 
bootlegging traffic. Legalized importation by pack- 
age for personal use has been one of the meth- 
ods by which some so called prohibition states in 
the past have secured respect for the law. Whether 
or not this modification or some other is advisable, 
a state that retains prohibition will, if it is wise, 
adapt its statute to what it can reasonably enforce. 
Nothing is to be gained by passing a law which 
serves merely to satisfy the consciences of those 
responsible for it. 

Before 1919 it was often contended that the wet 
states failed in their responsibility to adjoining dry 
states, and there was much to support the charge. 
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The outlook at present, as we have said, is for a 
reduction of the field occupied by state-wide prohi- 
bition. If in the end a few dry strongholds remain, 
they should not forget that they also have a respon- 
sibility to the states in which intoxicants are legally 
obtainable. Unless past experience is reversed, such 
surviving dry areas will become a paradise for boot- 
leggers. Operating from there as a base, the illicit 
trafiic should not be allowed to run cheap, inferior 
liquor into the neighboring wet states for sale in 
competition with the legal, but perhaps higher 
priced, article. Anyone who regards this as an il- 
lusory danger will do well to examine the efforts 
of the Canadian provincial governments to prevent 
invasion by American bootleggers selling tax-free 
liquor. 

State Prohibition in the Past 

In view of the widespread evils which followed 
the adoption of the Eighteenth Amendment, we 
frankly are not impressed with the possibilities of 
prohibition as a method of control, even in indi- 
vidual states. We believe in stringent regulation of 
beverages of high alcoholic content. We do not be- 
lieve that such regulation is possible under a strict 
form of prohibition. Moreover, the by-products of 
prohibition in terms of law defiance represent, in 
our opinion, too great a price to pay for whatever 
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gains may be secured. These by-products have not 
appeared for the first time as a result of the na- 
tional experiment. They were present in connection 
with dry states long before 1919. 

In 1903 the Committee of Fifty, under the lead- 
ership of such men as President Eliot of Harvard, 
Seth Low, Dr. Francis G. Peabody and others, pub- 
lished a summary of the results of a ten-year sur- 
vey of the liquor problem. Their comments on the 
operation of prohibition in two states, Maine and 
Iowa, where It had long been tried, are pertinent 
even today. After giving full credit to the accom- 
plishments of prohibition in making intoxicants diffi- 
cult to obtain, the report continues : 

But prohibitory legislation has failed to exclude intoxi- 
cants completely even from districts where public sentiment 
has been favorable. In districts where public sentiment has 
been adverse or strongly divided, the traffic in alcoholic 
beverages has been sometimes repressed or harassed, but 
•never exterminated or rendered unprofitable. In Maine and 
Iowa there have always been counties and municipalities in 
complete and successful rebellion against the law. • . . Pro- 
hibition has, of course, failed to subdue the drinking pas- 
sion, which will forever prompt resistance to all restrictive 
legislation. 

There have been conconiitant evils of prohibitory legis- 
lation. The efforts to enforce it during forty years past have 
bad some unlooked-for effects on public respect for courts, 
judicial procedure, oaths, and law in general, and for offi- 
cers of the law, legislators, and public servants. The public 
have seen law defied, a whole generation of habitual law- 
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breakers schooled in evasion and shamelessness, courts inef- 
fective through fluctuations of policy, delays, perjuries, 
negligences, and other miscarriages of justice, officers of 
the law double-faced and mercenary, legislators timid and 
insincere, candidates for office h5rpocritical and truckling, 
and office-holders unfaithful to pledges and to reasonable 
public expectation. . . . The liquor traffic, being very 
profitable, has been able, when attacked by prohibitory legis- 
lation, to pay fines, bribes, hush-money, and assessments for 
political purposes to large amounts. This money has tended 
to corrupt the lower courts, the police administration, politi- 
cal organizations, and even the electorate itself. Wherever 
the voting force of the liquor traffic and its allies is con- 
siderable, candidates for office and office-holders are tempted 
to serve a dangerous trade interest which is often in an- 
tagonism to the public interest. Frequent yielding to this 
temptation causes general degeneration in public life, breeds 
contempt for the public service, and of course, makes the 
service less desirable for upright men. Again, the sight of 
justices, constables, and informers enforcing a prohibitory 
law far enough to get from it the fines and fees which 
profit them, but not far enough to extinguish the traffic 
and so cut off the source of their profits, is demoralizing to 
society at large. All legislation intended to put restric- 
tions on the liquor traffic, except perhaps the simple tax, is 
more or less liable to these objections; but the prohibitory 
legislation is the worst of all in these respects, because it 
stimulates to the utmost the resistance of the liquor-dealers 
and their supporters.® 

This was written more than a quarter of a cen- 
tury ago, but it can be read with profit by those 
who still think of unqualified, bone-dry prohibition 
as the simplest and most effective method of han- 
dling the problem of alcohol. 

• The Committee of Fifty, The Liquor Problem, pp. 50-53« 



Chapter Three 


LIGHT WINES AND BEERS 
VS. SPIRITS 

We come now to the situation existing in those 
states in which, by the repeal of the Eighteenth 
Amendment, the slate has been wiped clean for a 
new experiment in liquor control. What is the road 
to be taken? From what point do we see the begin- 
ning of a path toward temperance? 

American liquor legislation in the past has, as 
we have seen, been guided more by emotion than 
by reason or experience. In the stumbling search 
for a law to cure the drink evil, legislators seldom 
paused to inquire what drinks should be the main 
target of attack. To many earnest and sincere tem- 
Mrance workers alcohol in any form was a vice. 
Beer containing 3.2 per cent of alcohol was con- 
demned indiscriminately along with whiskey having 
a content of 30 to 45 per cent.^ In most states, under 
the old regime, a single license permitted the sale 

^ Unless otherwise stated, the basis of measurement used in thii 
book is by weight rather than by volume. 
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of both beer and whiskey. As a result, they were 
commonly sold over the same counter, and often 
the chief source of profit of the “beer saloon” was 
its sales of hard liquor. 

True to this American tradition of treating all 
alcoholic beverages alike, the Volstead Act defined 
as “intoxicating liquor” any beverage containing 
one-half of one per cent, or more, of alcohol by 
volume. An overwhelming weight of medical and 
scientific testimony to the contrary was brushed aside 
by Congress. Facts were not wanted when they were 
in conflict with the fervently held belief that alcohol 
in a concentration of one-half of one per cent, or 
more, makes a drink unfit for human consumption. 

What is an Intoxicating Beverage? 

A rational approach to the problem of liquor con- 
trol requires an about-face and a new viewpoint. 
We should start by inquiring what concentration 
of alcohol makes a beverage intoxicating in fact to 
the ordinary man. When the alcoholic content is 
below that point, a drink should be subject to little, 
if any, restraint upon its use. The sale of stronger 
drinks should be regulated under a program which, 
so far as is practicable, discourages consumption 
with increasing strictness as the alcoholic content in- 
creases. Such a system directs its spear-head against 
alcohol in the forms most liable to abuse by man, 
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and, by permitting relative freedom in the use of the 
weaker drinks, tends to promote temperance. 

Where shall the lines be drawn in setting up such 
a plan of control? A natural and convenient di- 
vision is between fermented beverages and distilled 
liquors. The fermented drinks, consisting mainly of 
beers and wines, have a range in alcoholic content 
up to 12 per centr^istilled liquors, which include 
whiskey and gin, usually contain from 30 to 45 per 
cent of alcohol.^. 

The distilled liquors are thus seen to be in a class 
by themselves, with an alcoholic strength far in ex- 
cess of wines and beers. This difference should be 
made the basis of a radical difference in treatment 
under the law. It is true that even the heaviest 
spirits may be consumed in such moderation as to 
avoid injurious consequences and that it is possible 
to overindulge in wine or beer. But the experience 
and common sense of mankind have always recog- 
nized the difference between the two — if legislators 
have not. 

No one will deny that whiskey and gin are more 
intoxicating than beer and wine. The argument for 
treating the two classes of beverages alike in the 
past has been that the beer drinker of today be- 
comes the whiskey sot of tomorrow. There may be 

* For a tabulation of the alcoholic strength of various beverages, 
•ee Appendix V. 
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danger that this will occur if 3.2 per cent beer 
can be sold only over the same bar and subject to 
the same conditions as whiskey. Since there is a 
greater profit in whiskey, the barkeeper is under a 
constant temptation to push its sale. But we find 
no definite evidence to support the theory that satis- 
fying a taste for beer develops a craving for whis- 
key. On the contrary, we believe that if beers and 
wines are more easily obtainable than distilled 
liquors, and are sold in different places and under 
different conditions, there is reasonable ground to 
expect that the taste of those who wish to drink will 
be diverted to the lighter and less harmful bev- 
erages. 

3.2 per cent Beer as a non-intoxicating Beverage 
Every consideration of social control suggests the 
frank acceptance and treatment of beer containing 
not more than 3.2 per cent of alcohol as a non- 
intoxicating beverage. While this line may not be 
drawn with strict scientific accuracy, it has been 
popularly accepted as a result of the Act of Con- 
gress of March 22, 1933, permitting the sale of 3.2 
per cent beer. Since that date the nation has been a 
laboratory in which a remarkable experiment has 
been tried. During this time such beer was sold, even 
in populous centers like New York City, with little 
restraint. For some weeks it was obtainable like ice 
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cream at any soda fountain. It has been drunk in 
enormous quantities. Yet the testimony is almost 
unanimous that there has been no increase in drunk- 
enness, no disorder, no increased resort to illicit hard 
liquor. The evidence, as we have found it, is all the 
other way. Bootleggers have lost part of their 
patronage; in some places arrests for drunkenness 
have positively declined. 

The continued, unrestricted sale of beer having 
an alcoholic content of not more than 3.2 per cent 
is clearly the part of wisdom. Such beer should be 
obtainable by the bottle, for off-premises consump- 
tion, practically without limitation. Its sale should 
be allowed by grocery stores, drug stores, delicates- 
sen and general stores, and indeed by any merchant 
who so desires. A vendor’s permit should be re- 
quired, but the cost should be low and there should 
be no restriction on the number of such permits. 
The sale of such beer by the glass, with or without 
meals, should be permitted in restaurants, hotels, 
beer gardens, clubs and, indeed, in any reputable 
establishment. 

The Control of Natural Wines 

Wines naturally fermented — not in excess of, say, 
10 to 12 per cent — should be sold by the bottle for 
ofif-premises consumption as freely as 3.2 per cent 
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beer.* But as compared with 3.2 per cent beer, a 
greater measure of restriction should govern the 
sale of wine for on-premises consumption. Natural 
wine should be sold by the glass only with meals. 
It follows that the sale of wine for on-premises 
consumption should be restricted to bona fide restau- 
rants, dining rooms and clubs. 

In summary, we recommend that the following 
classification of permits for the sale of 3.2 per cent 
beer and of wines be adopted: 

A. Permits to sell 3.2 per cent beer and naturally fermented 
wines not in excess of 10 to 12 per cent by the bottle for 
off-premises consumption. 

B. Permits to sell 3.2 per cent beer for on-premises con- 
sumption with or without meals. 

C. Permits for sale of 3.2 per cent beer and natural wines 
at hotels, restaurants or clubs for consumption on the 
premises with meals. 

The sale of heavier beers, fortified wines and 
spirits will be discussed in the following chapters. 


To many people this liberal policy in relation to 
the control of beers and wines may seem a betrayal 
of the cause of temperance. With them no com- 
promise with liquor in any form is possible, and the 
world they desire is a world in which alcoholic bev- 


* While a 10 to la per cent dividing line is more or less arbitrary, 
it represcDts the average upper limit of the stronger natural wines. 
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crages are not consumed at all. We have no wish 
to argue with this point of view. Those who hold it 
have every right to their conviction and have every 
right to promulgate their conviction by persuasion 
and education in the interest of total abstinence, 
personally chosen and practised. To write this con- 
viction upon our statute books, however, as an affair 
of legal coercion, is another matter altogether. 
Today we are confronted with practical realities. 
It is not a question of the kind of world we might 
prefer; it is a question of what we can achieve in 
the kind of world we have. It is a question of hu- 
man tastes and appetites which, as we have discov- 
ered, cannot be eliminated by statute. In our opinion 
there is but one major proposition to be faced in 
relation to alcohol. Granting that millions of our 
people will not drink at all, how can the cause of 
temperance best be served among those who choose 
to drink? It is because we believe that the whole 
temperance movement will be materially helped if 
the sale of beverages of low alcoholic content is 
liberalized that we have been led to the recommen- 
dations contained in this chapter. 
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Chapter Four 

REGULATION BY LICENSE 


In dealing with the sale of heavier beers, forti- 
fied wines and spirits, we are confronted with a 
question Infinitely vexatious and complex. Indeed, 
it is the heart of the liquor problem, and for many 
centuries its attempted solution has brought grief 
and disillusionment. If light beers and wines were 
the only alcoholic beverages consumed, the social 
implications of the liquor trade would present but 
few difficulties and the task of the legislator would 
be simple. It is, primarily, the distilled liquors and, 
secondarily, the heavier beers and wines that create 
the real problems. 

Apart from prohibition, which attempts to meet 
these problems by bold statutory abolition, there 
are two main classifications of governmental con- 
trol: the license method and the public monopoly 
method. In this chapter we shall explore the possi- 
bilities of the license method as a way of handling 
the stronger alcoholic beverages. 
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Control by License 

The licensing of private manufacturers and sel- 
lers of alcoholic beverages was the almost univer- 
sal form of liquor control employed in the United 
States prior to the advent of prohibition. There 
were a few outstanding exceptions ; notably in New 
England, in South Carolina, in Athens, Georgia, in 
Iowa and in South Dakota. Although the basic fea- 
tures of the licensing systems were much the same, 
there were many variations in respect to constitution 
of the license-issuing authorities, terms of licenses 
and fees, number of licensed places in proportion to 
population, and local option provisions. 

In the Canadian provinces and in Norway, Swe- 
den and Finland the licensing system has been aban- 
doned in favor of state management, or “monopoly” 
as it is called. In Russia also a state monopoly sys- 
tem has been created. In Germany private manufac- 
turers of alcohol may sell only to the federal 
(Reich) monopoly, but blended alcoholic beverages 
are sold by private traders under local regulations. 
By and large, around the world, however, the licens- 
ing plan is the dominant method of liquor regula- 
tion. England and Holland, perhaps, furnish the 
best examples of licensing systems in countries where 
people are accustomed to drink a proportionately 
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greater amount of heavier beers and spirits than is 
consumed in the so-called wine drinking countries. 

The License System in England 

England has what we believe to be the most suc- 
cessful license system. Although this system has 
never been displaced by prohibition or, except for 
the Carlisle plan, by any scheme of government 
ownership, and although the country has never even 
experimented with local option, the record for im- 
provement in temperance in England is exceeded 
by no country except Denmark. Since 1913 consump- 
tion of spirits has decreased 60 per cent and beer 
consumption 41 per cent, while convictions for 
drunkenness have fallen 74 per cent during the same 
period. Though undoubtedly influenced by the eco- 
nomic depression and by regulations imposed in con- 
nection with the dole, this achievement is attributed 
in part to the policy of reduction in the number of 
licensed premises, to high excise duties and to re- 
duction in the hours of sale at public houses and at 
other places where liquor is available for consump- 
tion on the premises.^ The adult education move- 

Under the English system liquor licenses are issued locally by 
justices of the peace, who generally serve without compensation. 
As a means of tax administration an excise license, issued by the 
Treasury, is also required. The jurisdiction of the local justices 
is limited to the county, city or borough for which they are 
appointed. 

Justices* licenses arc required for all premises where intoxicat- 
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ment in England and the increased interest in 
sports share, according to many observers, the credit 
for this remarkable reduction in the consumption of 
alcohol. 

The trend in England is toward the improve- 
ment and strengthening of the license system. In 
1931 a Royal Commission on Licensing proposed 
an even more rapid reduction of licenses than that 
which had been eflfected to date. Other recommen- 
dations of this Commission included: a policy of 
public house improvement; the creation of special 
hotel and restaurant licenses to which certain privi- 
leges would be attached; and more effective control 
over the supply of intoxicating liquor in clubs. Per- 
haps the most significant recommendation in the re- 

ing liquor is sold, except retail establishments which sell spirits 
and wine for consumption off the premises, theaters, a few 
premises known as the “Ancient Vintners Company” and regis- 
tered clubs. 

Licenses are usually granted for a year, but the justices have 
discretion to extend the period to a maximum of seven years. 
The justices also have considerable discretion in the awarding of 
licenses. They pass on the suitability of the applicant and are 
obliged to consider objections raised against the granting of a par- 
ticular license. They must also approve the structural condi- 
tion of the premises to be licensed. 

One outstanding feature of the English system of liquor control 
is its strict limitation of the hours of sale, a measure adopted 
during the war under the Defence of the Realm Act. In London, 
for example, sales are limited to a maximum of nine hours between 
II A.M. and II P.M. with a compulsory break of at least two hours 
in the early afternoon. The licensing justices have the power 
further to restrict these hours. On Sundays and certain holidays the 
period of sale is limited to five hours. 
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port looked toward the creation of a National Li- 
censing Commission, as a supplement to the local 
licensing bodies. 

American vs. English Experience 

The licensing system has a good name In Eng- 
land, but In most sections of this country prior to 
1920 it had a bad name. Before national prohibi- 
tion, the saloon achieved an evil notoriety. Poli- 
ticians were often bought by the liquor interests; 
vice and gambling came to be regarded as normal 
accompaniments of the liquor trade; and the abuse 
of drink, fostered by the drive for profits, produced 
its share of poverty and misery. All these evils were 
bred under the licensing system, and it was the com- 
plete breakdown of this system that gave momen- 
tum to the national prohibition movement. 

Are these abuses inevitable incidents of any li- 
censing regime, or can a system be worked out which 
affords reasonable hope of repeating the successful 
English experience? We must remember, of course, 
that English social and governmental conditions are 
by no means similar to our own and that a system 
that works in one country cannot necessarily be 
made to work in another. For instance, the high 
character of the justices of the peace in England, 
by whom liquor licenses are issued, furnishes a guar- 
antee of continuity of policy and disinterested su- 
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pervision which cannot easily find a parallel in this 
country. The English public house is not in local 
politics, for the reason that nothing could conceiv- 
ably be gained by such intrusion. The justice of the 
peace is appointed for life by the Lord Chancellor 
of the Kingdom and he cannot be “reached” or in- 
fluenced by threat of defeat at election time. 

Again, England has a tradition of public order 
and respect for law that is sadly lacking in this 
country. The bootlegger and the gangster are not 
known there, and the speakeasy has not developed. 
The British are inclined to accept with good- 
humored tolerance the increasingly rigid restric- 
tions of the licensing system. Certainly there are 
no organized attempts to defeat it. With such a 
background of social habit, a particular system of 
control might easily succeed in England whereas 
with us it might soon be undermined. 

The fact remains, however, that in America no 
state legislature has taken full advantage of the 
possibilities of the license method as an instrument 
of liquor control. The licensing systems of pre-pro- 
hibition days did not deserve the name of system. 
Ordinarily system was wholly lacking. The law was 
a hodge-podge of enactment and amendment. It 
was not the expression of a carefully thought-out 
plan for social control of the liquor problem, but 
was usually an ill-considered patchwork resulting 
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from the conflict of interest between liquor dealers 
and reformers. Seldom was any attempt made to 
discriminate between the handling of beer and of 
hard liquor. License administration was frequently 
in the hands of those who had a personal interest 
in making control ineffectual. 

Suggested Methods of License 

Our investigations have convinced us that these 
weaknesses cannot easily be eradicated from the 
operation of the license system in America, and, for 
reasons which we shall later discuss, we recommend 
the frank abandonment of further legislative tinker- 
ing with licenses and the acceptance of an altogether 
different method of control. At the same time, some 
states will doubtless be tempted to follow beaten 
paths and adhere to the old rules. Therefore, our 
task in preparing this report would be incompletely 
performed if we failed to present an outline of what 
we consider the soundest possible licensing system, 
if such a system must be adopted. 

First: The outstanding prerequisite of a licensing 
system is the creation of a single state licensing 
board, with state-wide authority and responsibility, 
appointed by the governor and working through a 
well-paid, full-time managing director. The adminis- 
trative personnel of the board should be appointed 
on a merit basis, free from politics and with a per- 
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manent tenure. The board should have an appro- 
priation commensurate with its responsibilities. 

It is possible that the state board should be sup- 
plemented by local agencies in metropolitan centers 
and by advisory boards in other areas. In general, 
however, experience has proved that a licensing 
board with state-wide powers is more efficient, more 
responsive to broad public opinion and more free 
from political influence than autonomous county or 
municipal bodies can possibly be. The state board 
should control both beverage and industrial alcohol 
and should be responsible for the granting and re- 
voking of all licenses. It should also be given the 
widest possible discretion in regard to the issuance 
of regulations. Indeed, flexibility of administration 
within broad limits of policy determined by the 
legislature is a cardinal principle. 

Second: The intelligence, character and integrity 
of the members of this board are considerations of 
the first importance. Unless these qualities are con- 
spicuously present, the licensing system will be de- 
feated before it starts. The members should be given 
long terms of office and should be eligible for reap- 
pointment. Their security of tenure will help to 
make them independent of political pressure. Sala- 
ries should be substantial, to attract the best brains 
obtainable. Under no circumstances should appoint- 
ments to the board be made on the basis of partisan 
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political considerations. Nor should resort be had 
to a bipartisan board in the mistaken belief that 
this device eliminates politics. In practice, it turns 
public departments over to the keeping of both 
parties. 

Third: The “tied house,” and every device cal- 
culated to place the retail establishment under obli- 
gation to a particular distiller or brewer, should be 
prevented by all available means. “Tied houses,” 
that is, establishments under contract to sell exclu- 
sively the product of one manufacturer, were, in 
many cases, responsible for the bad name of the 
saloon. The “tied house” system had all the vices 
of absentee ownership. The manufacturer knew 
nothing and cared nothing about the community. 
All he wanted was increased sales. He saw none of 
the abuses, and as a non-resident he was beyond local 
social influence. The “tied house” system also in- 
volved a multiplicity of outlets, because each manu- 
facturer had to have a sales agency in a given 
locality. In this respect the system was not unlike 
that now used in the sale of gasoline, and with 
the same result: a large excess of sales outlets. 
Whether or not this is of concern to the public in 
the case of gasoline, in relation to the liquor prob- 
lem it is a matter of crucial importance because of 
its effect in stimulating competition in the retail 
sale of alcoholic beverages. “Tied houses” should, 
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therefore, be prohibited, and every opportunity for 
the evasion of this system should, if possible, be 
foreseen and blocked.® 

There are many devices used by brewers and dis- 
tillers to achieve this same end, such as the furnish- 
ing of bars, electric signs, refrigerating equipment, 
the extension of credit, the payment of rebates, the 
furnishing of warranty bonds when required to 
guarantee the fulfillment of license conditions and 
of bail bonds when the dealer is haled into court. 
A license law should endeavor to prohibit all such 
relations between the manufacturer and the retailer, 
difficult though this may be. 

Fourth: Suitable restrictions should be established 
by the license law or by administrative regulation 
with respect to the number and character of places 
where liquor may be sold. This is regarded as of 
the highest significance in England, where great 
effort is being made to reduce the number of licenses 
from year to year and to improve the appearance 
and character of licensed places. The number of li- 

•Almost every beer and general liquor law that has recently 
been enacted includes this provision, e.g., Rhode Island (Laws 
1933, Chapter 2013, Section 48). In some states, as in Illinois 
(Laws 1933, Page 518, Section 9) and New York (Laws 1933, 
Chapter 180, Section 86), the manufacturer and the retail 
licensee are jointly held responsible for any violations of this pro- 
Tision. In Indiana (Laws 1933, Chapter 80, Section 21) and in 
Iowa (Laws 1933, Chapter 37, Section 26) the gift of equipment 
such as bars, refrigerators, furniture, electric signs, etc., by manu- 
facturers is expressly prohibited. 
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censes may be limited on a population basis as is 
done in Massachusetts and Rhode Island under the 
new law.® 

Closely related to the limitation of the number of 
licenses is the restriction of the location and char- 
acter of places where liquor may be sold. In the past, 
saloons were prohibited in some states within a spec- 
ified distance of schools and churches. While loca- 
tion must be subject to control, we believe the re- 
striction should be an administrative measure rather 
than a legislative enactment. This will enable the 
state licensing authority to grant or refuse licenses 
on a rational basis after consulting neighborhood 
and community desires, and after considering the 
requirements of local zoning laws. While the license 
law should also prohibit screens, upstairs rooms 
and back rooms, and the presence of gambling and 
slot machines, and should establish general regula- 
tions with regard to lavatories, et cetera, the licens- 
ing authority should be given wide power to expand 
and enforce such legal provisions through appro- 
priate rules and regulations.'* 

•Massachusetts (beer law) Laws 1933, Chapter 120, Section 6; 
Rhode Island, Laws of 1933, Chapter 2013, Section 16. 

*Thc use of screens is prohibited in the new laws of the follow- 
ing states: Connecticut (taverns only) (Laws 1933, Chapter 140^ 
Section 25), Missouri (beer law) (Laws 1933, Page 256, Section 
13139Z8), Nebraska (beer law) (Laws 1933, Page 85, Section 10), 
New Jersey (beer law) (Laws 1933, Chapter 85, Section 3) and 
Rhode Island (Laws 1933, Chapter 20x3, Section 27). 
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Fifth: Licenses should be classified to recognize 
the inherent differences between beer, wine and 
spirits as problems of control.® One of the most sat- 
isfactory license classifications in this country be- 
fore prohibition was in Massachusetts where 
seven kinds of licenses were provided.® 

Somewhat on the lines of this precedent a classi- 
fication like the following might be desirable: 

A. For Off-Premises Consumption — 

Class I Beer to 3.2 per cent."^ 

II Natural wines up to 10 or 12 per 
cent. 

®Sec page 29. 

•Massachusetts Revised Laws, 1902 — Ch. 100, Sec. 18. 

First Class — To sell liquor of any kind to be drunk on the premises. 
Second Class — To sell malt liquors, cider and light wines contain- 
ing not more than fifteen per cent of alcohol, to be drunk on the 
premises. 

Third Class — ^To sell malt liquors and cider, to be drunk on the 
premises. 

Fourth Class — ^To sell liquors of any kind, not to be drunk on the 
premises. 

Fifth Class — To sell malt liquors, cider and light wines containing 
not more than fifteen per cent of alcohol not to be drunk on 
the premises. 

Sixth Class — Licenses to retail druggists and apothecaries to sell 
liquors of any kind for medicinal, mechanical or chemical pur- 
poses only, and to such persons only as may certify in writing 
for what use they want them. 

Seventh Class — ^Licenses to dealers in paints or in chemicals to 
sell alcohol for mechanical, manufacturing or chemical purposes 
only. 

’Though this chapter docs not deal with light beer and wine, 
they are included in this classification in order to make it all- 
inclusive. 
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III Spirits and all other alcoholic bev- 
erages. 

IV Medicinal beverages and tonics, con- 
taining spirits. 

V Undenatured, industrial alcohol. 

B. For On-Premises Consumption — 

VI Beer to 3.2 per cent. 

VII Natural wines up to 10 or 12 per 
cent. 

VIII Spirits and all other alcoholic bev- 
erages. 

C. For Manufacture and Processing — ® 

Divided as under A 

D. For Commercial Transportation — 

Divided as under A, but distinguish- 
ing between shipments within the 
state and across state lines. 

In many, if not most of the states, not all of these 
licenses will be either necessary or desirable, particu- 
larly classes VII and VIII. In any case the conditions 
attaching to each of these classes should, for reasons 
stated in Chapter II, follow different principles. For 
example, in our judgment beer to 3.2 per cent 
(Classes I and VI) should be subject to little restric- 
tion. The heavier beers and wines should be purchas- 
able by the package for home consumption (Class 

*The state regulations should be prepared in cooperation with 
the federal government and supplemented by federal regulations. 
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II), but for on-premises consumption by the glass, 
only with meals (Class VII). We think it undesir- 
able to combine Classes VI and VIII. Most of the 
restrictions with regard to back rooms, screens, etc., 
apply only to Classes VII and VIII. 

It is perhaps unnecessary to point out that any 
state admitting VIII is running the gravest kind 
of risk. It is through the open door of these two 
classes that the saloon will endeavor to find its way 
back into our social life. The sale of higher alcoholic 
beverages for on-premises consumption threatens the 
return of evils which in the past have defied con- 
trol, and only the affirmative pressure of public 
opinion in a given state or community could possibly 
justify the admission of this type of license. 

Sixth: The hours of sale of liquor, particularly for 
on-premises consumption (Classes VI, VII and 
VIII), should be carefully regulated. The English 
plan of stopping such sale and closing places of sale 
for two hours during the afternoon appeals to us as 
desirable. A closed period in the afternoon is of no 
inconvenience to normal consumption, but is ex- 
tremely useful in preventing “soaking” and the ex- 
cessive use of alcohol. The hours for Sundays, holi- 
days, etc., will require still further restriction. It 
must be remembered, however, that a too stringent 
limitation of hours will play into the hands of the 
bootleggers. This is to be avoided, particularly in the 
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immediate future, while the organized bootlegging 
system is being stamped out. 

Seventh: Licenses issued for the retail sale of 
liquor should run not only to the person who sells, but 
to the premises where the liquor is sold. Revocation 
of a premises license is a far more effective weapon 
of control than is the revocation of an individual 
license. 

Eighth: The license law should prohibit, as far as 
possible, all sales practices which encourage consump- 
tion. This would include treating on the house, sales 
on credit or lOU’s, bargain days, and reduced prices 
previous to elections. 

Rules are also necessary forbidding sale to minors, 
habitual alcoholics, paupers, mental defectives and 
to anyone who is drunk.® 

Ninth: Advertising should, where possible, be rig- 
idly restricted or forbidden. Six states have already 
passed such laws.^® 

* These proviUons are generally included in legislative pro- 
posals and in some instances, as in Connecticut (Laws 1933, Chap- 
ter 140, Sections 56 and 57) and Rhode Island (Laws 1933, Chap- 
ter 2013, Section 70), an order of interdiction is prescribed for 
persons receiving town aid and for those whose relatives have 
filed complaint. In Connecticut, not only is the sale of alcoholic 
beverages prohibited to minors (Section 59), but a penalty is also 
provided for inducing minors to procure liquor (Section 60). 

“Delaware (Laws 1933, House Bill 312, Section 9), Iowa 
(beer law) (Laws 1933, Chapter 37, Section 34), and Ohio (beer 
law) (Laws 1933, Senate Bill 346, Section 4) provide that all 
advertising (all outdoor advertising in Iowa) shall be under the 
supervision of the liquor commissions, while Oklahoma (beer 
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The problem cannot be solved entirely by legisla- 
tion, since subtle and inferential advertising may 
meet the letter but not the spirit of the law. The 
radio and nationally circulated publications are also 
beyond complete state control. None the less, each 
state should outline its liquor advertising code. These 
codes should be as nearly uniform as possible so 
that advertisers may readily conform. With this in 
mind, we suggest as a basis for discussion some such 
program as the following: 

1. Newspaper and magazine advertising to con- 
tain nothing beyond the name, the address, the 
date of incorporation of a manufacturer or 
dealer, a coat of arms or trade-mark, and a de- 
scription in the simplest terms of the article 
or articles dealt in, such as “Kentucky Rye 
Whiskey,” or “Cointreau,” or “Italian Ver- 
mouth.” 

2. All additional advertising matter, including slo- 
gans, to be prohibited except on approval of 
the state licensing board. 

3. All outdoor advertising, except on the prem- 
ises where sold or manufactured, to be pro- 
hibited. All outdoor electric or projecting signs 

law) (Laws 1933, Chapter 153, Section 2) and Wyoming (beer 
law) (Laws 1933, Chapter 92, Section 6) provide that there shall 
be DO advertising by any person dealing in alcoholic beverages. 
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to be further regulated by local fire, zoning 
and sign legislation. 

Content of advertising to be under the same 
restrictions as newspaper and magazine adver- 
tising. 

4. All advertising matter attached to vehicles 
owned by manufacturers, distributors and deal- 
ers to be subject to the same restrictions as 
publication advertising. 

5. All advertising through the use of calendars, 
pencils, golf balls, thermometers, free samples, 
cut-rate sales, etc., to be prohibited. 

6. Radio advertising to be subject to the general 
rules outlined for publications. 

The penalties to be provided by law should be 
moderate, particularly during the first few years 
while definite standards are being determined. No 
restrictions should be imposed upon the advertis- 
ing of 3.2 per cent beer. The restrictions as a whole 
should apply not alone to the advertisers, but also 
to the advertising media, in order to reach the prob- 
lem of Indirect liquor advertising by ginger-ale com- 
panies, refrigerator companies and others who sell 
accessories. 

We believe that such a code will be sufficiently 
elastic to meet the legitimate demand of the trade 
and at the same time to permit of enforcement. 
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Undoubtedly, the most serious objections to these re- 
strictions will come not from the liquar dealers them- 
selves, but from the advertising agencies, the bill- 
board and electric sign companies and even from 
some newspapers and magazines. These groups 
should realize, however, that unless reasonable re- 
strictions are willingly accepted, there will undoubt- 
edly be in the near future a complete prohibition of 
all kinds of liquor advertising, with extensive federal 
legislation as well as state codes. 

Tenth: In addition to the foregoing possibilities, 
an effort may be made under the licensing system 
to control prices and profits. In Rhode Island, where 
legislation of this type has already been passed, the 
price control provision has been extended to the 
wholesale rather than to the retail trade.^^ Expe- 
rience in this field is limited, but experiment may be 
fruitful. For example, the licensing authority could 
be authorized to establish minimum and maximum 
prices for the sale of liquor, to require uniform sys- 
tems of accounts to be kept by liquor dealers, and 
to capture as an excise all profits in excess of a 
specified rate or a percentage of all profits.^* 

Local Option 

Under the license system as it operated before 
prohibition, the voters in individual cities and coun- 


“ Rhode Island Laws of X933, Chapter 2013, Section 49. 
“ See Chapter VII. 
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ties were often given the right to determine whether 
their communities should be “wet” or “dry.” This 
is what is meant by local option. Though the British 
Royal Commission in 1931 condemned local option 
so far as its extension to England was concerned, 
we none the less believe that the case for such a 
policy in the United States, within proper limits, is 
too clear to need defense.^® In recognizing the di- 
versity of sentiment that exists within the state, in 
trying to adapt the law to the opinion of the com- 
munity so as to gain its support, local option marked 
a wise and shrewdly conceived development. Past 
experience, American practice in other fields — in- 
deed, our very system of local government — ^point to 
its essential usefulness. With the repeal of national 
prohibition, we believe there should be a reestab- 
lishment of this cardinal principle. 

It is desirable, however, to make important 
changes in the practical workings of the principle 
to meet present-day conditions. Vast changes in 
American life have occurred since the idea was first 
developed. Chief among these is the wide use of 
automobiles. Moreover, local option showed vari- 
ous defects even before 1920. To meet old weak- 
nesses as well as new conditions, it seems to us 

” The Royal Commission said : '*It is contended that questions 
relating to the sale of intoxicants are specially suited for local 
decisions by popular vote. We do not accept this contention.’* 
Cmd. 3988 Par. 438. 
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that special attention should be given to the follow- 
ing points: 

1. The area of local option. Existing political 
divisions are manifestly unsatisfactory. In 
some cases they are too large, including urban 
and rural elements; while in other cases they 
are too small, dividing homogeneous metro- 
politan areas. New local option areas, based 
on factual surveys, are manifestly a necessity. 

2. The subject matter of local option. Although 
voters should not be asked to vote on prob- 
lems that are too complicated or involved, 
the choice between “wet” or “dry” is too 
narrow. The automobile has upset the possi- 
bility of certain types of local restriction, and 
this condition should be frankly realized. In 
our judgment, the appropriate options should 
relate to : 

(a) The problem of on-premises consump- 
tion, i.e., licenses of Classes VI, VII 
and VIII.^* Each class should be voted 
on separately, “yes” or “no.” 

(b) The problem of local retail shops, i.e., 
licenses of Classes I, II and III. Each 
class should be voted on separately, 
“yes” or “no.” We do not believe that 


“See page 47. 
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local option should extend to the con- 
trol of manufacturing or transporta- 
tion, i.e., classes under C or D.“ 

3. The stability of local option. One of the most 
unfortunate features of local option under 
pre-prohibition conditions was the instability 
of community mood and decision. Frequent 
changing back and forth has the tendency to 
drive responsible persons out of the busi- 
ness. It forces the remaining proprietors into 
politics, and by increasing the financial haz- 
ards, provides an incentive to dealers to push 
sales Inordinately. Partly to introduce greater 
stability, we have already suggested the crea- 
tion of appropriate areas and the provision 
of a variety of options. We believe it desir- 
able also to require that local option votes 
be at special elections, so that the question of 
liquor may not be involved in general poli- 
tics. A matter thus determined should not 
be subject to reconsideration for three or four 
years. 

Defects of the Licensing System 

In the foregoing pages we have endeavored to 
present the most promising principles and devices 
appropriate to the license system of liquor control. 

“See page 47 . 
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While many of these suggestions may seem chimeri- 
cal, and difficult of enforcement, it must be remem- 
bered that the licensed dealers may perhaps be 
inclined to assist in enforcing the law against illegal 
practices and illicit trade competition. National 
prohibition has been a hard school. The example 
of government sales agencies successfully operating 
in the Canadian provinces, and possibly in the future 
in some of our states, will be a constant threat of 
what may happen if the old abuses return. It is 
not entirely inconceivable, therefore, that a chastened 
liquor trade, operating under a sound licensing sys- 
tem, may come to see that restraint and honest co- 
operation with license control is the policy dictated 
by a truly enlightened self-interest. However, over 
against this promising new factor must be set the 
irresponsible codes of lawlessness of the bootleggers, 
many of whom will now be licensed. It is difficult 
to estimate in advance the comparative influence 
of these conflicting forces. 

A liquor licensing plan which might Include all the 
desirable features outlined above must still be re- 
garded as defective in four important and, we be- 
lieve, vital respects. Its primary weakness consists 
in the preservation of the private profit motive, 
which would be threaded through the entire busi- 
ness from manufacture to ultimate local sale. Stu- 
dents of liquor systems and proponents of plans 
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have differed widely in their analyses and in their 
recommendations, but there is general agreement 
that the elimination of the profit motive, if it can be 
accomplished, is, for America at least, the most 
promising road to successful control. A greedy liquor 
traffic looking only for larger profits will circumvent 
and evade any system of license defenses which in- 
genuity can erect. Even if through legislation, an 
arrangement could be contrived, as we have sug- 
gested above, by which prices are fixed and profits 
are limited, it would encounter the inescapable haz- 
ards of corruption and run the serious risk of bog- 
ging down in the minute details of regulation. 

In the second place, any licensing system tends 
to project the whole question into politics and to 
keep it there. Indeed, it compels the traffic to be 
in politics for self-protection. The licensing body 
becomes a powerful political engine. Every licensee, 
as well as every manufacturer who sells to a li- 
censee or has any interest in the business, begins 
to marshal his own political strength to serve his 
own ends. A multitude of private traders means a 
multitude of opportunities for political favoritism. 
Even if the initial results were fairly satisfactory 
under severely restrictive licensing arrangements, 
the test would come later as vendors learned the 
ropes. Then would appear the annual flood of bills 
in the legislature proposing amendments designed 
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to relax the license system’s stranglehold on li- 
censees. The advocates of restriction would counter 
with their lobbies, and the whole miserable conflict 
would again be upon us. 

In the third place, a system of licenses to private 
traders is, theoretically at least, incompatible with 
any idea of temperance education. While individual 
vendors of the better class may from motives of 
self-interest and conscience join with temperance 
forces in curbing individual abuse, this is as far as 
they will go. They will not welcome a general fall- 
ing off in consumption. If we assume, first, that it 
is of prime importance to avoid stimulation of de- 
mand for alcoholic beverages and, second, that 
private traders will in fact endeavor to stimulate 
demand, then we are faced with a contradiction 
which plainly cannot be reconciled within a single 
system of control. 

There is no reliable method of forecasting what 
will be the normal per capita consumption of alco- 
holic beverages with the repeal of the Eighteenth 
Amendment. But we are confident that the rate of 
consumption is a modifiable phenomenon, and that 
a sustained program of education would result in a 
substantial reduction of consumption below the level 
that would be reached if temperance education were 
ineffectively promoted. Whatever method of con- 
trol is adopted, it is inescapably clear that its degree 
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of success will depend in no small measure upon the 
kind of opposition raised against it. And. this oppo- 
sition will surely come in subtle as well as open 
form from those business interests which would suf- 
fer most from curtailment of trade. To promote 
temperance education and at the same time to tol- 
erate a system of sale pulling in the opposite direc- 
tion is scarcely an intelligent method of approach. 

In the fourth place, to adopt the license method 
is to follow the easy path, but it is a path which 
affords no sure retreat if the system proves unsatis- 
factory. For the establishment of a licensed liquor 
trade means the deep intrenchment of a far-flung 
proprietary interest. This interest would have a 
large capital investment to be protected at all costs. 
Buildings, leases, fixtures, inventories, stocks and 
bonds — representing millions of dollars — would re- 
quire defense against those who in the public inter- 
est might threaten curb or reduction. The question 
of property rights would at once be involved, and 
the states adopting the license system would be 
faced, as England is faced today, with a widespread 
disinclination seriously to disturb a business into 
which so much money had been put. 

Moreover, such a vested interest is bound to em- 
ploy aggressive tactics in its own defense. Liquor 
trade associations, open and disguised, would con- 
tinuously oppose every restriction of opportunities 
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to sell. Manufacturers, wholesalers and retailers, 
through their respective associations, would unite in 
resisting disestablishment of retail selling outlets 
whenever attempts were made to eliminate a por- 
tion of them either by local option votes or by re- 
duction of the total number of licensed places. 

In this respect the experience of England is illu- 
minating. The Royal Commission on Licensing 
(England and Wales) in 1931 pointed out that 
when the Act aiming at reduction of liquor licenses 
was passed in 1904, it was estimated by supporters 
of the bill that possibly 48,000 of the 99,478 li- 
censes in existence would be suppressed in 20 years. 
Although generous provisions were made for com- 
pensation of owners, the net decrease in twenty- 
six years was only 22,143.^® The comment of the 
Royal Commission is pertinent: “The Trade has 
now developed an elaborate defensive organization. 
The broad basis of criticism against this organiza- 
tion is that its policy is dominated by one object — to 
sustain the sectional interest of the trade to the" ex- 
clusion of all other interests, national or otherwise. 
This characteristic is specially condemned as anti- 
social in the case of a trade whose wares are repre- 
sented as potentially dangerous to public welfare.”^^ 

” Report of the Royal Commission on Licensing (England and 
Wales) 1929-31, p. 25. 

"Ibid. pp. 75-76. The Commission observes that “we have some 
sympathy for this general angle of view, even though we think that 
the position has to some extent been thrust upon the liquor trade/’ 
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Under the license system, the will to survive per- 
meates every department of the trade, and the means 
to press a tenacious fight for survival are abundant. 
As proposals to dismember any part of the liquor 
selling business become more threatening, the entire 
trade combines more solidly to protect itself. In 
brief, a licensed liquor trade, once established, can- 
not easily be dislodged. 

With the passing of the Eighteenth Amendment, 
the American states are free to make a fresh start. 
Only the public welfare needs to be considered. 
There are no property interests that have to be de- 
fended, no investments demanding protection, no 
organized retail trade associations to fight. For a 
state, confronted with this opportunity, deliberately 
to tie its own hands by establishing an intrenched 
business that will seek in its own protection to thwart 
every limitation and block every change, would seem 
to be the height of folly. 


Perhaps by a herculean effort we could tempora- 
rily hold in check the instinct of business to increase 
its profits, but we would be gratuitously assuming 
a task that in the long run promises nothing but 
disappointment and defeat. The profit motive is the 
core of the problem. Unless that motive is divorced 
from the retail sale of spirituous liquor, unless so- 
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ciety as a whole can take over this business in the 
protection of its citizens, the future, at least in 
America, holds out only the prospect of an endless 
guerrilla warfare between a nation fighting for tem- 
perance and a traffic that thrives on excess. 
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Chapter Five 

THE AUTHORITY PLAN 


State Management of the distribution and sale 
of all the heavier alcoholic beverages is the recog- 
nized alternative to the license system in states 
which decide to legalize the sale of liquor. There 
have been, and are in existence, various kinds of 
government management. The more widely known 
examples are the Quebec Liquor Commission and 
similar commissions in other Canadian provinces; 
the so called Bratt System of Sweden; the Nor- 
wegian and Finnish wine and alcohol sales monopo- 
lies; and the Carlisle State Management Scheme in 
England. To list these examples is to indicate the 
variety of terminology employed to describe govern- 
ment liquor monopolies. Though we have examined 
the more important plans in operation, we shall 
not endeavor in this report to describe and analyze 
them. This has already been done so many times 
that repetition here is unnecessary.^ It is the purpose 
of this chapter to present a concrete plan for a state 

* See Appendices II and III. 
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liquor monopoly applicable to American conditions, 
embodying ideas drawn from the best plans in opera- 
tion; to compare this plan with the license system 
as a means of control; and to present our conclu- 
sions and recommendations. 

An American Liquor Authority Plan 

By a state liquor monopoly we mean, in its sim- 
plest terms, a system by which the state government 
takes over, as a public monopoly, the retail sale, 
through its own stores, of the heavier alcoholic 
beverages for off-premises consumption. Foreign 
experience and our own analysis 6f the problem 
here and abroad indicate that such a system makes 
it possible adequately to meet an unstimulated de- 
mand within the limits of conditions established 
solely in the interests of society. The state organiza- 
tion in charge of such a system might properly be 
called the “State Alcohol Control Authority.” Here- 
after in this chapter we shall speak of this organ- 
ization as the Authority. In the following pages the 
tasks and appropriate powers of this new organiza- 
tion are outlined in some detail, so that the idea 
behind the plan may be completely understood. 

Scope of the Authority’s Task 

The primary task of the Authority would be the 
establishment of a chain of its own retail stores for 
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the sale of the heavier alcoholic beverages by pack* 
age only. These stores should be so located as 
to meet normal demands without violating the de- 
sires of individual sections of the state to have no 
such stores in their localities. At the present time, 
we believe, it is neither desirable nor necessary for 
the state to assume similar management of the 
manufacturing side of the trade. Virtually all the 
individual and social evils of the liquor traffic arise 
from an inadequately regulated and overstimulated 
retail sale. The supplies that the Authority needs 
in its stores it can readily purchase direct from the 
manufacturers. From an administrative standpoint, 
also, manufacturing is complicated and requires 
capital and skill, while retail distribution is, in com- 
parison, simple. It would be necessary, of course, 
for the Authority to place under regulation all 
manufacturing and all transportation (so far as it 
is legally permissible) and to require a complete 
record of production and shipments. The Authority 
would also be the official agency for gathering facts 
and making studies bearing on the liquor problem, 
on its own administration and on related matters. 

In order that the functions to be performed by 
the Authority may be definite. It is necessary that 
they should be specifically enumerated in the laws 
and that appropriate rights and powers should be 
conferred. 
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Powers of the Authority 

On the basis of experience elsewhere, the follow- 
ing powers would be necessary for the discharge of 
the Authority’s responsibilities: 

1. The exclusive right within a state to sell or 
control the sale of all alcoholic beverages 
which contain spirits; all wines known as for- 
tified wines, the alcoholic content of which ex- 
ceeds that produced by the natural fermenta- 
tion process ; and all fermented products, such 
as beers and ciders, containing more than 3.2 
per cent of alcohol by weight. 

2. The right to lease or own and to operate re- 
tail shops for the sale of those beverages by 
the package to the ultimate consumer for olf- 
premises consumption, except that the Au- 
thority should be bound to abide by the de- 
cision of communities which vote to exclude 
the retail sale of any or all alcoholic beverages 
under local option provisions. 

3. The right to lease or acquire by purchase or 
condemnation and to operate warehouses, 
blending and processing plants and other fa- 
cilities as may be required. 

4. The right to fix prices on its goods and to 
change prices at will. 
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5. The right to establish in its discretion a sys- 
tem of personal identification of purchasers. 

6. The right to establish regulations and to issue 
permits to owners or occupants of establish- 
ments to sell beer and naturally fermented 
wine or cider in sealed bottles or containers 
for off-premises consumption. 

7. The right to establish regulations and to issue 
permits to hotels, restaurants, clubs, railway 
dining cars, and passenger boats, for the sale 
of beer, with or without meals, and for the 
sale of naturally fermented wine or cider to 
be consumed with meals on the premises.^ 

8. The right to require private business concerns 
to certify the quantities of alcohol and alco- 
holic beverages manufactured in the state, and 
the amounts shipped into, within, and from 
the state, regardless of the purposes for which 
used; this to be worked out in cooperation 
with the federal government. 

9. The power to hold hearings on complaints 
about matters in dispute, including the power 
to subpoena witnesses and records and to make 
binding decisions. 

■As a matter of economy and convenience, the law should 
enable the Authority to grant holders of these permits the right 
to purchase the permitted alcoholic beverages directly from the 
producers or from producers’ agents, provided the Authority is 
empowered to require a complete reporting to it of all such 
direct purchases. 
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That these are broad powers there is no denying. 
But powers as extensive have been conferred on 
similar bodies In jurisdictions where the democratic 
principle is as strongly entrenched as it is with us. 
In handling a problem as hazardous as the liquor 
trade, a broad grant of power, under ultimate legis- 
lative control, is the only effective method. 

It Is to be noted that no reference is made In this 
list of powers to the sale of heavier alcoholic bever- 
ages by the glass for on-premises consumption. Such 
sale is Inevitably fraught with danger to the public 
interest. It is our hope that a generous provision for 
the on-premises sale of beer and natural wine, to- 
gether with sale of stronger beverages by the pack- 
age in the Authority’s shops, would be accepted as 
adequate in most jurisdictions by a preponderant 
majority of people. 

Organization of the Authority 
The Board of Directors 

The Authority should be administered by a Board 
of Directors of perhaps three members serving full 
time and engaging in no other occupation. The 
salaries of Board members should be fixed at a suffi- 
ciently high level to insure acceptance of appoint- 
ment by persons of outstanding ability. The term of 
office should be long enough to give the directors an 
opportunity to develop fully the policies they have 
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begun. A long term promotes independence as well 
as freedom from concern about reappointment. We 
suggest, therefore, that Board members be ap- 
pointed by the Governor for nine years with over- 
lapping terms, subject to removal only for cause. 

The Board would be concerned with the deter- 
mination of all matters of policy entrusted to it by 
law, and with the settlement of complaints and dis- 
putes. In determining policy and in making the re- 
quired rules and regulations, its duties would be 
quasi-legislative in nature. In hearing complaints 
with regard to the working of any phase of the 
plan or in trying charges against its employees, its 
duties would be of a quasi-judicial character. A 
Board of at least three members would be required 
in the exercise of these powers. 

Managing Director 

In connection with an undertaking of such mag- 
nitude as the proposed Authority is bound to be, a 
distinction should be made between the policy-deter- 
mining function and the executive function. A chief 
executive officer, called perhaps a Managing Direc- 
tor, would seem to be necessary to carry on the work 
of the Board in accordance with the spirit and aims 
of established policies. The Managing Director’s 
relation to the Board should be similar to that of a 
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corporation chief executive to his board of directors. 
It would probably be wise to give him the right to 
appoint all subordinate officers with the approval of 
the Board. 

Internal Organization 

The operating organization would conceivably 
have the following principal units : ( i ) Di- 

vision of retail shops and agencies, (2) division of 
permits, (3) treasury, (4) bureau of inspection, 
(5) central purchasing bureau, (6) bureau of per- 
sonnel, (7) bureau of records and statistics. Pro- 
vision should also be made for a small legal staff, 
a chemist and others. All employees required to 
man these units should be selected on a merit basis 
in accordance with a routine established by the 
Managing Director. 

In outlining this organization we have intended 
to give only general suggestions. The Authority 
should be free under the law to create its own or- 
ganization. The point we wish to stress is that the 
Authority Board members should refrain from at- 
tempting the detailed management of operations, 
entrusting this function to a competent, high- 
salaried, permanent and loyal executive. If such a 
Managing Director is chosen, the details of organ- 
ization should be left to him. 
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Flexibility 

We emphasize again that in the creation of 
the Authority and in the definition of its powers 
broad latitude must be provided. All things con- 
sidered, we believe it to be preferable to place re- 
liance upon the spirit of the enabling legislation 
rather than upon a multitude of legal prohibitions, 
limitations and directions, which would cripple and 
thwart the Authority at every turn. 

Competent, socially-minded men of unblemished 
integrity, who, within the spirit of the law, set 
themselves to administer a liquor control system, 
would, if given wide power, doubtless make a first- 
class job of it. They would not need a mass of legal 
restrictions to tell them what they should not do. 
In fact, competent administrators could not work 
consistently toward a goal if they were hampered 
at every turn in the exercise of discretion. For these 
reasons we urge that the Authority be invested 
with ample powers, that the Board members be 
made secure in their tenure of office, and be left free 
to adjust their policies and regulatory procedures 
to social needs. 

Relation of the Authority to the State Government 

The State Alcohol Control Authority should be 
created as a special branch of the state government. 
It should, however, like a public corporation, be 
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free from the traditional departmental restrictions 
which govern purchases, appropriations, personnel 
and similar business matters. The nature of its work, 
embracing as it does both regulatory and commer- 
cial functions, makes this essential. Within the defi- 
nite tasks and responsibilities established by law, the 
power of the Authority would be plenary. Although 
as a matter of form the Authority should be desig- 
nated as being within the executive department of 
the state government, the power of the Governor 
would extend only to the appointment of its mem- 
bers. The approval of its budget should rest with 
the Board of Directors, as in a private corporation. 
The same principle would apply also to all matters 
having to do with its finances, personnel and pur- 
chases. The only exception to this principle would 
be the right of the state auditor or comptroller to 
audit the transactions of the Authority at the direc- 
tion of the Governor. 

There is in this independence nothing novel or 
untried. In fact, it is fast being accepted as the logi- 
cal method of organizing the management of a 
large-scale public enterprise which is (a) self-sup- 
porting through the ordinary commercial processes 
of buying and selling or charging for service, (b) 
which is operating in a new and experimental field, 
(c) which must be accorded a broad delegation of 
powers and (d) which must be guaranteed freedom 
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from the routine of bureaucracy, the instability of 
current elections and the annoyance of spoils poli- 
tics. It is these considerations that have led to such 
independent enterprises as the London Passenger 
Transport Authority, which owns and operates all 
the tram, bus, and underground transport facilities 
of London. The British Broadcasting Corporation 
is another such authority. In this country we have 
similar organizations in the Port of New York Au- 
thority, various bridge authorities and the recently 
organized Tennessee Valley Authority. The en- 
deavor to control liquor through the handling of 
retail sales is, from the standpoint of management, 
a similar problem. It will be self-supporting; it re- 
quires experiment; it entails a broad delegation of 
powers; and it must be given a fair trial free from 
departmental, political or spoils interference. The 
appropriateness of the Authority device and of its 
peculiar detachment from the ordinary departmental 
scheme Is well attested by the fact that within the 
last quarter of a century no nation or state, which 
has adopted this plan of liquor control, has aban- 
doned it. 

This does not mean, however, that the Board of 
Directors in most states would not rely heavily upon 
the help of existing state departments. Cooperation 
is essential. Such staff agencies as the state civil 
service, accounting, purchasing and budget offices 
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should not be unnecessarily duplicated. But the de- 
cision should be left entirely to the discretion of 
the Authority. The Authority would undoubtedly 
establish only a small inspectional service of its 
own, because of the assistance to be derived from 
the state and municipal police, the state health in- 
spectors and the tax department. Here again the 
power of the Authority should be complete to de- 
termine its course of action. There is no other way 
of fixing the responsibility. 

The plan for financing the Authority, whether 
by appropriations, as is true of the Tennessee Valley 
Authority, or by state bonds, or by such other means 
as are permissible, would have to be determined in 
each state on the basis of its constitutional provi- 
sions. At quarterly intervals, following private cor- 
porate practice, the profits should be determined and 
paid over to the state treasury as dividends. 

Disposition of Profits by the State 

The profits of the Authority would, of course, 
be large. Wherever liquor sales monopolies have 
been established, or suggested, the proposal has ap- 
peared to “earmark” at least a portion of these 
profits for temperance education or other purposes. 
With this proposal we are in disagreement. We are 
convinced that no social activity of the government 
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should be financed by specially designated taxes. 
Temperance education, charities, old-age pensions 
and any other welfare work should find their sup- 
port in the general funds of the state in proportion 
to need and in competition with other demands. 
The profit policy of the Authority should be deter- 
mined as a means of progressive liquor control, 
without regard to the revenue needs of hospitals, 
old-age pensions or temperance education. Earmark- 
ing of revenues is contrary to sound public finance. 
The profits of the Authority, therefore, should go 
directly into the state treasury without designation 
for any particular purpose. 

South Carolina Liquor Dispensary Plan 

The South Carolina Liquor Dispensary Plan 
which was in operation from 1892 to 1906 is often 
referred to as though it were a state liquor mo- 
nopoly essentially similar to the Canadian, the Nor- 
wegian, and the Swedish systems, or to such an 
Authority plan as we have outlined above. In spite 
of superficial similarities, nothing could be further 
from the facts. The South Carolina plan did not 
eliminate the profit motive from retail sales. The 
salaries of dispensing agents were made to vary 
with the amount of business done.® Moreover, these 

• Committee of Fifty, The Liquor Problem in Its Legislative As^ 
feds, by Wines and Koren, p. x68. 
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agents were in reality licensees, resembling private 
dealers under a license system. On approval of their 
applications, they received a “permit to keep and 
sell” alcoholic beverages supplied by the state board. 
This permit was limited to a single year.'* The South 
Carolina plan made no effort to sever the central 
management from state politics. From 1892 to 1896 
the state board of control was constituted of three 
elected state officials ex officto^^ and from that time 
until 1904 the board and its executive officer were 
elected by the legislature.® As a result, from Its in- 
ception, all appointments, especially of dispensers, 
were on a political spoils basis. “Party exigency was 
the father of the dispensary act.”"^ Indeed the act 
was put forward in the first instance by the enemies 
of temperance and was adopted for the purpose of 
heading off state-wide prohibition. It was operated 
not as an instrument of social control but as an 
adjunct of “Pitchfork” Ben Tillman’s political ma- 
chine. Geared by law, as it was from the beginning, 
into current political controversies, and with its 
management placed in the hands of elected officials, 
no other result could have been expected. During 
the last five years of its operation, the control board 
frankly tolerated the existence of speakeasies, pro- 

^ South Carolina Laws of 1893, Act No. 313, Secs. 7, 8, and 9. 

®The Governor, The Comptroller-General and the Attorney- 
General. 

* South Carolina Laws, 1896, Act No. 61, Sec. 2 , 

’The Committee of Fifty, op, cit, p. 165. 



THE AUTHORITY PLAN 77 

vided they purchased their supplies from the state.® 
In spite of this and many other defects in the plan, 
there is testimony of its temporary success in reduc- 
ing drunkenness and crimes connected with the use 
of liquor. But in the end it was a failure.® 

In summary, the South Carolina Liquor Dispen- 
sary Plan was a state monopoly of the wholesale 
trade, grafted upon a scheme of local liquor licenses 
and of officially recognized, though illegal, speak- 
easies. The state board of control was welded by 
statute to the political system and the state bureau- 
cracy, while the retail end of the trade was based 
directly upon private profit. It is thus evident that 
the South Carolina plan is in no way comparable 
to the state Authority plan which we have just out- 
lined; and those who would dismiss the Authority 
Idea because of its alleged failure in South Carolina 
would be well advised to study the fundamental 
divergencies. 

The State Authority vs. The License System 
IN Operation 

The test of all plans Is in their practical opera- 
tion. It is not possible to compare American expe- 

• D. Leigh Colvin, Prohibition in the United States, p. 297. 

•Committee of Fifty, op, cit, pp. 147-180. 

Colvin, op. cit. pp. 295-301. 

Earl L. Douglas, Prohibition and Common Sense, p. 120. 

Leonard Stott Blakey, The Sale of Liquor in the South, p. 19. 

Annals of the American Academy of Political and Social 
Science, Nov. 1908, p. 545. 
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riencc under a license system with experience under 
a state alcohol authority, because no American state 
has ever operated under the latter plan. Experience 
abroad, though suggestive, is, because of marked 
differences in social conditions, far from conclusive. 
Perhaps the most nearly comparable is the Cana- 
dian experience, under which in eight of the nine 
provinces both prohibition and license have been 
abandoned in favor of the state monopoly system. 
Our own careful investigations in Canada indicate 
that these systems are working with reasonable suc- 
cess. Although the Canadians have by no means 
solved all the difficulties, they are making distinct 
and intelligent progress. We found in Canada wide- 
spread approval of the underlying idea of state 
monopoly. Few desire to return to the license system., 

Let us examine more specifically the inherent 
points of strength and weakness in the public 
monopoly and private license plans in dealing with 
such matters as sales stimulation, advertising, price 
control, character of liquor sales shops, temperance 
education and liability to graft and corruption. 

It should be observed, first of all, that the objec- 
tive is the same under both plans, namely, to place 
the sale of liquor under a series of restrictions de- 
vised to curtail excessive consumption. The only dif- 
ference lies in the method of achieving this object. 
The licensing system endeavors to establish these 
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controls through negative rules, regulations, con- 
ditions and taxes, imposed from without, upon pri- 
vate enterprise, which necessarily is conducted for 
personal profit. The State Authority plan endeavors 
to impose these controls through positive manage- 
ment from within a public enterprise conducted for 
the benefit of society. 

Sales Stimulation 

In what way do these differences in method of 
control affect the problem of sales stimulation? The 
answer is obvious. Under a state monopoly system 
the liquor would be sold directly by the state through 
a chain of stores and the profits turned into the state 
treasury, and that would be the end of it. No indi- 
vidual connected with the retail sale would gain one 
penny by reason of his sales, nor would his employ- 
ment be imperiled if he failed to show good sales 
returns, as might be the case in private trade. In 
harmony with the underlying principle of the Au- 
thority, the salaried employees waiting on the cus- 
tomers in the various state stores would be under 
strict supervision not only to see that there was no 
encouragement of the sale of liquor, but to make 
sure that no beverages were sold in violation of 
the letter and the spirit of the regulations. 

Under the license system, on the other hand, com- 
peting private dealers are under constant tempta- 
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tton to build up their sales and profits. The issuance 
of liquor licenses to private dealers presupposes the 
right to make a living by the sale of liquor. Since 
his livelihood is at stake, the private seller always 
has been, and always will be, interested in sales, 
and in nothing but sales. 

Advertising 

Advertising artificially stimulates the demand for 
alcoholic beverages. Though beer has been legalized 
only a short time and spirits are not yet legal, we 
are already overwhelmed with the skillful, persis- 
tent liquor advertisements of the modern sales psy- 
chologist. This is but a foretaste of what is ahead 
of us. All this is inconsistent with any idea of re- 
stricting the sale of liquor to an unstimulated 
demand. Although we have made a number of sug- 
gestions in the previous chapter, it is frankly diffi- 
cult to see how in the long run such advertising can 
be definitely eliminated by state law under the li- 
cense system. There are too many loopholes, too 
many indirect methods of advertising, too many 
national journals and broadcasting stations. Under 
the Authority plan, the opportunity for control of 
advertising is far greater. Indeed it could be prac- 
tically eliminated if the public interest so demanded. 
In any event, the Authority could draft an adver- 
tising code and force its acceptance, either through 
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refusal to buy from manufacturers who violated it 
or through a selective increase in the retail price 
of the products of an offender. 

Price Control 

The retail price level of alcoholic beverages not 
only determines profits, but also has a direct bear- 
ing on the amount of consumption and on the prob- 
lem of the bootlegger. The prospective consumer 
desires a low price. The producer also wishes to 
set comparatively low prices to attract trade. The 
law enforcement officer is concerned lest extremely 
high prices of liquor encourage the bootlegger to 
undersell with his untaxed or adulterated products. 
The prohibitionist generally is on the side of high 
prices, for he believes that if liquor is expensive 
it will be placed out of the reach of many persons. 
The tax-levying authorities are not directly con- 
cerned with retail prices, but are eager to have large 
revenues. 

Here is a knotty tangle of interests in the price 
of alcoholic beverages. Much, of course, will depend 
upon rates of taxation, and we are devoting a later 
chapter to this subject.^® But inasmuch as the retail 
price of liquor is a central factor in regulating both 
legal and illegal consumption, the Authority can use 


"Chapter VII. 
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its price-making power as one of its most effective 
instruments of control. 

Rhode Island has enacted a law“ giving to its 
Licensing Board, called the Alcoholic Beverage 
Commission, power “to fix the wholesale prices of 
all such commodities [beverages] to be sold within 
this state or to be imported or brought into the state 
or exported therefrom, and to raise or lower such 
prices in whole or in part from time to time,” etc. 
This legislation recognizes the crucial importance 
of regulating price; but one may doubt whether 
Rhode Island has proposed a workable method of 
accomplishing the result. It is not likely that a state 
liquor licensing board can exercise power to fix 
prices without running afoul of the strongest kind 
of opposition and interference from the private busi- 
ness interests involved. If prices are raised, those 
with stocks on hand will reap unearned profits; if 
they are lowered, losses will ensue. Under such con- 
ditions private dealers will not be inclined to stand 
idly by, nor will the public accept as reasonable a 
system which gives such fortuitous profits or losses 
to individuals. We anticipate, moreover, in connec- 
tion with this type of legislation, a veritable field 
day of court actions. At the very least, between the 
licensing board and the private dealers a state of 


**1010(10 Itland Laws of 1933, Chapter 20x3. 
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war will inevitably develop into which the legisla- 
ture will be drawn. 

In contrast, consider the Alcohol Control Au- 
thority’s position. The Authority could fix prices 
without the slightest opposition from private busi- 
ness interests because the Authority would own the 
liquor. Through price control it could within limits 
modify sales volume at will. On the basis of results 
it could, if need be, change the prices again. It 
would even be possible for the Authority to sell 
certain products at a price below what would show a 
profit, if this step were thought expedient as a meas- 
ure for promoting temperance through a change in 
drinking tastes. The Authority would be equally con- 
cerned with defeating the bootlegger and with avoid- 
ing the stimulation of consumption which might 
follow too low a level of prices. The price of liquor 
is thus seen as a two-edged sword, but to avoid dis- 
aster the wielder of it must have exclusive possession 
of the hilt. 

Character of Liquor Sales Shops 

The surroundings in which liquor is sold have a 
great deal to do not only with the use and abuse of 
liquor, but with the community’s attitude toward 
alcoholic beverages. The State Authority, having 
in mind a social rather than a profit objective, 
could set high standards in the physical character of 
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hs sales outlets. If the same thing were attempted 
under the license plan, it would have to be done by 
means of rules and regulations, or legal provisions 
which the state would endeavor to enforce through 
the police. The private dealer would, as in the past, 
seek to avoid, through subterfuge and influence, 
such invasions of his liberty. 

What shall we say regarding the other regula- 
tions which might be imposed under a reformed 
licensing system, including such matters as the limi- 
tation of dealers to “responsible persons who have 
not been convicted of crime”; the limitation of the 
number of licensed places; limitations on business 
methods and limitations on the hours of sale? Under 
the Authority plan all these matters could be han- 
dled with far greater ease and probability of suc- 
cess. Consideration would be given to an effort to 
find efficient, reliable and loyal employees, not to 
the question whether criminals were excluded from 
the trade. The pressure of applicants to enter the 
retail business would disappear. Stores would be 
established only when and where they were needed. 
Business methods would not be a problem of out- 
side and distant control; they would be matters of 
inside management. In brief, with the elimination 
of the private profit motive most of the old difficul- 
ties would be removed. 
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Adaptation to Local Sentiment 

While the liquor business of the future will be 
governed by state-wide policy, it should be adapted 
to meet the local sentiment of small sections and 
communities. This may in part be accomplished 
through “local option” in accordance with the sug- 
gestions already made in Chapter IV. These same 
suggestions apply to the operation of the Authority 
plan. But this adaptation to local preferences is, in 
our judgment, far from adequate to meet the pres- 
ent demands of the American people. What is 
needed now to supplement local option is a far more 
flexible plan under which reasonable liquor sale re- 
striction will be worked out to meet local needs 
and desires, without resort to political campaigns 
and controversies. 

A State Authority could, in fact, go further than 
the strict local option law by establishing, at the 
request of particular neighborhoods, dry zones 
within areas which voted as a whole to permit the 
sale of liquor. A city of 20,000 inhabitants, let 
us say, might vote to legalize liquor sales by only a 
small margin. Is liquor selling to be forced upon 
those areas of the city which are strongly opposed 
to it? Again, if the local option voting is on a county- 
wide basis, a city might vote wet by a large margin 
and thereby prevail over the dry sentiment of sur- 
rounding rural territory. Divisions of this sort are 
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bound to be common ; and the majority vote, though 
determining the.i^sue under the letter of a local 
option law, would, nevertheless, provoke much dis- 
content in certain communities within the cities or 
counties involved. 

The Authority could take these differences of 
opinion into account and in its own administrative 
discretion could meet the opposing views of lesser 
communities existing within the larger voting unit 
by declining to locate shops for the sale of liquor 
in those neighborhoods. Obviously, the Authority 
would, under no circumstance, place its shops on the 
border line of a dry area. This whole problem of 
border lines, so difficult to control under license, 
would disappear. 

If community sentiment should turn against local 
sale of liquor after a period of trial, the Authority’s 
shop could be closed merely by the signing of an 
executive order. There would be no wholesale or 
retail dealers to protest and demand compensation. 
Whatever loss might be involved would be absorbed 
in the Authority’s total profit and loss account. 
Elimination of licensed private liquor-selling estab- 
lishments, on the other hand, would result in seri- 
ous financial loss to the individual seller and 
therefore, as in the past, would be the cause of 
frantic protest and political wire-pulling. 

The Authority is conceived as an instrumentality 
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for governing the sale of liquor in places where 
the majority of people demand the purchase of it, 
and not as an institution anxious to extend its sphere 
wherever business may be obtained. The whole em- 
phasis of the Authority system is on limiting the 
sale to unstimulated demand and not on sales 
promotion. 

Package Sale in Dry Areas 

At this point mention should be made of the im- 
portance of permitting a State Authority to ship 
liquor by mail or express to persons living in dry 
areas, wherein retail shops are excluded by local op- 
tion vote. This right of purchase is required pri- 
marily as a measure to suppress would-be boot- 
leggers, but it has a secondary significance in that 
it would satisfy those who otherwise would be 
uncompromising opponents of the prohibition of 
liquor selling in their community. If the Authority 
were denied the right to fill orders in this way, a 
person living in dry territory would either go to a 
place where liquor is sold and there purchase what 
he required or he would have some other person 
make the journey for him. Naturally, the bootlegger 
would be the one most readily available to run the 
errand. Indeed, bootleggers are habitually fore- 
sighted and run their errands in advance. As a Nor- 
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wegian official put it: “The bootlegger is always 
there even though the liquor shop is not.” 

Danger of Polities and Corruption 

From an experience that is all too painful we are 
aware of the dangers of political influence and cor- 
ruption under the license plan. Are these dangers 
not equally great under a State Management sys- 
tem? We think the answer can honestly be given in 
the negative. This opinion rests in part on experi- 
ence elsewhere with state alcohol monopolies and in 
part on the revolutionary change which the elimina- 
tion of private profit in retail sales brings into the 
entire situation. Politics and corruption entered the 
license system primarily because liquor dealers at- 
tempted to maintain and expand their sales. Li- 
censed liquor dealers, driven on by the struggle for 
existence, endeavored to manipulate votes through 
every means, legitimate and otherwise. Corruption 
was almost inevitable. The license system turned 
loose a large number of individuals scattered over 
the state, particularly in the cities, each the center 
of a continuous endeavor, open and secret, to pro- 
tect and extend his business. This was especially true 
in regions where the pressure to establish dry areas 
by local option was strong. Under a State Author- 
ity, the entire foundation is changed. Instead of a 
mobilized army of opposition to restriction of liquor 
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selling, there is substituted a force of clerks, under 
chain-store accounting systems, who have nothing to 
gain from expanded sales. 

Politicians will still be eager to control the patron- 
age, and in some cases to determine the wet and 
dry areas, but they will not be able to lay their 
hands upon the profits. Under the Authority plan 
the entire responsibility for honesty and eflSciency 
will be concentrated upon the Board of Directors 
and the Managing Director. There is, of course, no 
guarantee against dishonesty and abuse in any sys- 
tem; but the external regulation of recalcitrant 
private enterprise is clearly a more difficult task 
and more subject to graft than internal manage- 
ment by a responsible authority. This is doubly true 
of the liquor business. 

Conclusion 

On the basis of past experience in the United 
States and abroad, and the practical considerations 
we have just reviewed, we have come to the conclu- 
sion that the most satisfactory solution of the prob- 
lem of alcohol requires elimination of the private 
profit motive in the retail sale of liquor. This can- 
not conceivably be accomplished under a license sys- 
tem, however rigid and well enforced. If we sin- 
cerely wish to meet only an unstimulated demand 
for alcohol, we can no longer leave to any indi- 
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vidual a private stake in its retail sale. There is in 
the licensing of the private selling of liquor kn irrec- 
oncilable and permanent conflict with social control. 

The time is ripe for a change. Thirty years ago 
when the Committee of Fifty wrote its report, “ 
it was far more difficult than it is today to conceive 
of the government participating in business. One 
objection to the South Carolina Dispensary Law, 
which came to its ill-fated end in 1906, was based 
on the fact that it was supposed to be “socialistic.” 
Today this objection carries little weight. We 
have grown into a new age, and governments — 
national, state and municipal — have embarked on 
all types of business ventures to a degree that 
would have been impossible in the early years of 
the Twentieth Century. From the standpoint of the 
theory and practice of government there are plenty 
of precedents for this new type of liquor control. 
Governmental agencies own and operate bridges, 
tunnels, irrigation projects, power developments, 
shipping and a dozen other types of enterprise. 
To take such a step today in relation to liquor 
control is a far less difficult wrench than it would 
have been even a short generation ago. 

Nor is the objection that the Authority Plan puts 
the government into the liquor business a valid one. 

“ The Liquor Problem — A Summary of Investigations Conducted 
by the Committee of Fifty, 1893-1903, p. 74, 
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It is based largely on emotion rather than on a 
realistic facing of facts. For better or for worse 
the liquor business is here. The private profit motive 
by which sales are artificially stimulated is the great- 
est single contributing cause of the evils of excess. 
It can be eliminated most effectively by state con- 
trol. A compromise with any system of licensing is 
a halfway measure out of which at best only par- 
tial success can be brought. To insist on some ar- 
rangement that will minimize all the dangers of 
overindulgence, and at the same time to oppose the 
State Authority system because it identifies the gov- 
'crnment with the liquor business, is to be guilty of 
an inconsistency which cannot be justified on any 
logical or realistic grounds. 

Moreover, the government always has been iden- 
tified with the liquor business. For centuries it has 
regulated it in minute detail and has shared its 
profits through taxation. It has determined how 
and when liquor may be sold, the circumstances 
under which it may be sold, and the quality that 
may be sold. Such functions are inherent in every 
type of license regulation. To argue that the gov- 
ernment can take no further step in the direction 
of control without giving the liquor business its en- 
dorsement and blessing is indefensible. The purpose 
of government is the promotion of social welfare, 
and the area of governmental activity in carrying 
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out this purpose cannot he circumscribed by lines so 
artificially drawn. 

We prefer the Authority plan because we believe 
that if given a fair and honest trial it stands a better 
chance of success than any other plan we have 
examined. This does not mean, however, that we re- 
gard it as an automatic cure-all for the evils asso- 
ciated with liquor. Nor do we offer it with a war- 
ranty that it is foolproof and will succeed under any 
conditions. It will not work under a regime of mis- 
management and maladministration. Bad manage- 
ment and corruption are very real dangers. There 
will always be on hand certain representatives of 
the liquor interests, politicians and “fixers,” eager 
to get control of the Authority in order to influence 
its policies and to further their own ends. There 
is no sure protection against such persons other than 
an alert public opinion focused upon a simple and 
responsible form of governmental organization. The 
proposed plan meets these requirements: It is sim- 
ple in organization, it has direct lines of authority, 
and it is flexible enough to insure the making of 
changes, within the discretion of the directors, as 
experience points the need. 

Now is the time to act if the State Alcohol Au- 
thority plan is ever to be tried in the United States. 
For this there are two convincing reasons: first, 
there is at present no legal private trade to be dis- 
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possessed; second, in the coming conflict with the 
bootleggers unity of command along the entire front 
— economic as well as legal — is half the battle, won. 

In summary, the principal merits which we con- 
ceive to be inherent in the State Alcohol Control 
Authority plan are these: It would effectively stifle 
the profit motive for enlarging liquor sales beyond a 
minimum demand. It would facilitate the control 
of advertising. It would provide freedom of action 
in regulating prices and conditions of sale, both as 
a means of checkmating the illicit dealer and as a 
method of curtailing the use of spirits. It would 
eliminate the saloon. It would minimize opportuni- 
ties for the encroachment of political interference. 
It would keep clear the road for temperance edu- 
cation. 

If this plan is adopted and honestly and com- 
petently administered, it should give a maximum de- 
gree of protection against the revival of age-old 
abuses known to licensed regulation, and against the 
more recent evils of a traffic unregulated by govern- 
ment and managed by law violators. 





Chapter Six 

THE AUTHORITY PLAN WITH 
ADAPTATIONS 


Many variations exist in state governmental tradi- 
tions in this country, almost as many variations as 
there are states. There are different attitudes to- 
ward government ownership, different experiences 
in dealing with the liquor trade in the past, dif- 
ferent problems relating to liquor control to be 
solved today and different levels of competence in 
governmental administration. All these factors will 
have a bearing upon the consideration of the Alco- 
hol Authority plan which we have proposed. In this 
chapter we discuss three important modifications 
of the Authority plan which may conceivably make 
it more adaptable to different local needs and sen- 
timents. These possible modifications are: first — 
the elimination of direct retail sales by the Author- 
ity through the creation of a private liquor sales 
corporation under the jurisdiction of the Authority; 
second — a plan for the establishment of agencies 
for the sale of spirits for on-premises consumption; 

94 


AUTHORITY PLAN WITH ADAPTATIONS 95 

third — a plan for the establishment of personal pur- 
chase permits. 

I — The Sales Corporation 

Functions 

In states where sentiment is in favor of a State 
Alcohol Authority but against direct government 
ownership and sale of alcoholic beverages, the sales 
function of the Authority could be lifted out of the 
scheme and transferred to a semi-private sales cor- 
poration. This sales corporation would be given 
monopoly rights within the state for the sale of 
spirits, fortified wines and heavy beers by the pack- 
age for off-premises consumption. The corporation 
would buy beverages at home and abroad; it would 
blend, rectify and store. It would be called upon 
to deal with questions of financing purchases, credit 
and foreign exchange; to determine quantities of 
purchase, especially of wine in good vintage years, 
and varieties of brands to be handled; to decide 
whether to buy well-aged liquors which are ready 
for immediate consumption or unripened liquors at 
lower cost for storage over a period of years. There 
would be questions relating to the lease, purchase 
or construction of warehouses and retail shops. But 
the Alcohol Control Authority itself should govern 
the location of retail shops and all retail prices. 
But matters involving the exercise of business judg- 
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ment and technique would thus be left to the man* 
agement of business men in this incorporated sub- 
division of the Authority. 

Organization and Finance 

The sales corporation would be set up under a 
special corporate charter. There would be a small 
board of directors, consisting in part of persons 
elected by the stockholders, receiving a small fee 
for each meeting, and in part of the members 
of the Alcohol Control Authority, ex officio. There 
would thus be directors representing private inter- 
ests and directors representing the public interest. 
Predominant voting strength should be placed with 
the Authority representatives. 

Provision should be made for a managing direc- 
tor, at a salary to be fixed by the board of directors. 
This officer would determine the appropriate admin- 
istrative machinery and would appoint the subor- 
dinate personnel, as in a private business. 

Cumulative limited-dividend stock, paying not in 
excess of 5 per cent under present conditions, should 
be authorized to finance the operations of the cor- 
poration. The original sale and subsequent transfers 
of stock should be restricted so as to prevent any 
of the stock and any of the directorships from fall- 
ing into the hands of persons or corporations having 
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a direct or beneficial interest in the liquor business, w: 
This is fundamental. 

All profits beyond the cumulative dividend to 
stockholders, which would undoubtedly be earned in 
the first few months of each year, should accrue to 
the Alcohol Control Authority on a definite quar- 
terly basis from which they would pass to the state 
treasury. The Authority should have the right to 
make periodic audits and investigations of the opera- 
tions of the sales corporation as a supplement to 
the regular outside audit, the publication of which 
should be required by the by-laws.^ 

Pros and Cons 

A sales corporation of this general character 
would serve a useful purpose in a state where pub- 
lic sentiment requires such a modification of the 
Authority plan. It could bring to the sales business 
independent business sagacity, additional continuity 
and freedom from political interference; and this 
solution might be satisfactory to those who wish 
rigid control but do not want the government to 
“enter the liquor business.” While we regard this 
attitude toward the relation of the government to 

^ This suggested system of a sales corporation is somewhat similar 
to the system obtaining in Norway where the Vinmonopolet, a pri- 
vately financed corporation, is managed by five directors appointed 
by the Crown. The Vinmonopolet has entire charge of the distribu- 
tion of spirits through its own stores (for package sale) and 
through agents for on-premises consumption. 
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the business as unjustifiable, we recognize its force 
in some jurisdictions. 

There are disadvantages and some dangers in 
this modification. It makes the program more com- 
plex, although this circumstance need not be over- 
emphasized since the only additions to personnel are 
the directors of the incorporated subsidiary. The 
same sales organization with a director at the head 
would exist under either plan. There is also a certain 
division of responsibility, and an acceptance of the 
idea of checks and balances which has not been suc- 
cessful as a rule in the regulation of utilities. Per- 
haps, however, the analogy should be drawn in this 
case with holding companies, where interlocking di- 
rectorates have been more successful. Finally, there 
is at least the possibility of an anti-social attitude in 
relation to liquor on the part of the private mem- 
bers of the board of directors. The definite limita- 
tion of the private profit motive, however, and the 
restrictions on stock ownership should help to safe- 
guard the quality and integrity of the directors. 

II — ^Agencies for On-Premises Consumption 

Public opinion in some states will undoubtedly de- 
mand the sale of all kinds of alcoholic beverages by 
the glass in hotels and restaurants. This will be 
true especially in large cities where a proportion- 
ately greater number of residents take their meals 
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outside their homes. Similarly, the large transient 
population in our cities creates a special demand 
for spirituous drinks by the glass. Many hotel guests, 
if denied a cocktail with their meals, will buy a 
whole bottle of spirits for consumption in their 
rooms. We cannot blind our eyes to the popularity 
of cocktails in America. The growth of the cocktail 
habit has accompanied prohibition, and has indeed 
been stimulated by it, because bootleggers could 
more readily furnish alcohol in concentrated form 
suitable for making cocktails than they could the 
bulkier alcoholic beverages. 

Established customs cannot be brushed aside at 
a stroke, and, in some places at least, it may be 
found necessary to provide for a closely regulated 
sale of spirituous beverages by the glass for con- 
sumption with meals. We return to our twofold 
aim in liquor control, which is to leave no legitimate 
need for the bootlegger to satisfy and, at the same 
time, to avoid stimulating the demand for liquor. 
If, for example, there is present an insistent de- 
mand for cocktails and liqueurs in a given locality, 
we may be sure that the bootlegger and the speak- 
easy will survive to satisfy it. The plain truth is 
that the legitimate need must be measured in terms 
of insistence of demand; it cannot be measured by 
what we might hope would be satisfactory. Thus 
measured, the legitimate need will be found to vary 
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considerably from state to state and from locality 
to locality within a single state. 

In what manner, then, could an Alcohol Control 
Authority regulate the sale of spirituous beverages 
by hotels and restaurants without bringing back the 
old saloon in a new disguise? We use the term 
“saloon” loosely, meaning the pre-prohibition bar- 
room and its prohibition equivalent, the speakeasy. 
In states which feel the need of some liberalization 
of the plan as we outlined it in the preceding chap- 
ter, provision could be made for the Alcohol Con- 
trol Authority to designate a rigidly limited number 
of restaurants and hotels as its agents in selling by 
the glass beverages of higher alcoholic content. 
These designations should be cancellable by the Au- 
thority at will. The spirits, fortified wines and beers 
heavier than 3.2 per cent would, of course, be pro- 
cured by these restaurants and hotels only from the 
Authority stores. 

Under this arrangement, whereby business estab- 
lishments engaged in serving meals could occupy 
an agency relationship to the Authority or to the 
sales corporation, every opportunity would be pre- 
served for holding in firm check the sale of the 
stronger alcoholic beverages by the glass. The Au- 
thority could impose upon its agents any regulations 
it might choose. The hotel or restaurant manage- 
ment would have no privately safeguarded rights 
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in selling hard liquors; their only rights would be 
those delegated by the Authority and revocable at 
will. 

Thus the Authority could fix prices and vary 
them as it chose; it could require any kind of ac- 
counting and reporting as to quantities of drinks 
sold, and food sold with them. It could fix rules 
governing the number of drinks permitted to be 
served to a customer at a single meal ; it could regu- 
late the hours at which the alcoholic beverages could 
be sold, and these hours might quite generally be 
less than the hours for the serving of meals; it 
could govern advertising; it could even set monthly 
quotas of the quantities of beverages to be purchased 
from the sales corporation at a wholesale price, 
and charge the full retail price for all quantities 
purchased in excess of such quotas. All these restric- 
tions and more could be put into effect and altered 
by the exercise of administrative discretion. The 
Authority would decide and the agency would obey; 
or there would be no agency. 

We are aware that the agency scheme would ex- 
pose the Authority plan to great peril. The selec- 
tion of a limited number of agencies from among 
many applicants would give rise to charges of 
favoritism, and attempted corruption would be a 
constant threat. If regulations were too liberally 
drawn, the abuser of alcohol would take advantage 
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of his privilege of purchase; if too strictly drawn, 
the agencies would plead with political allies to curb 
the reputedly dictatorial Authority. The agency 
plan would be the rock upon which an Authority 
would be most likely to break. Particularly in metro- 
politan centers like New York and Chicago, the 
difficulties and temptations would undoubtedly be 
great. Notwithstanding these difficulties, however, 
it would not be impossible for an Authority that was 
strongly supported by public opinion to hold its 
ground in a rigorous supervision of its agencies. 
We cannot estimate the weight of the three inter- 
related factors of local demand for on-premises con- 
sumption, strength of the Authority’s position and 
its degree of stability in public opinion. A delicate 
adjustment of these factors would be required, and 
each state would have to decide whether or not it 
could be made. 

We hold no brief for this type of modification. 
It involves incalculable difficulties and dangers. 
We recognize, however, that, if public demand is 
thwarted by restrictions too narrowly drawn, the 
resulting abuses are apt to be more demoralizing 
than those which the law seeks to check. 

Ill — ^The Purchase Permit System 

We have discussed a possible liberalization of the 
sales monopoly plan in jurisdictions where liberality 
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is unmistakably demanded. We now consider a 
modification which would have the opposite effect 
of imposing greater restriction on the purchase of 
spirits. A state may require that its alcohol monop- 
oly sell only to persons who obtain a permit to 
purchase alcoholic beverages. This plan is followed 
in Sweden and in five of the Canadian provinces;^ 
in Quebec, Norway, and Finland, where state-con- 
trolled liquor monopolies were established subse- 
quent to the repeal of prohibition, individual pur- 
chase permits are not required. 

Where the permit scheme is in force it applies 
only to liquors sold by the package at monopoly 
stores for off-premises consumption. Usually a limit 
is placed on the quantity of liquor a permit holder 
may buy at any one time, and sometimes a maximum 
amount is fixed which may be purchased within a 
month. The quantities of purchase are recorded on 
the permit card and are totaled by the month and 
year. Provision is made for the cancellation of a 
permit or for the reduction of the permitted pur- 
chase quota upon discovery that an individual holder 
has been an abuser of liquor. The principal evi- 
dences of abuse are drunkenness, commission of a 
crime while under the influence of alcohol, driving 
an automobile while intoxicated, bootlegging of pur- 

*AIberta» British Columbia, Ontario, Manitoba and Nova Scotia 
have the purchase permit plan. 
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chases and neglect to provide for the family. This 
illustrative list of disqualifications could be extended 
if the varying practices in each country were 
included. 

A great deal of controversy inevitably accom- 
panies the operation of a liquor purchase permit 
scheme. Many persons are irked by it, but many 
others accept it willingly and defend it in the belief 
that it is a generally useful means of controlling 
abuses. Curiously enough, the permit system is op- 
posed by a large number of anti-alcoholists in Swe- 
den on the ground that possession of a permit is 
regarded by many holders as a badge of distinction, 
and that it places a premium on the right to buy 
liquor and thus tends to encourage the purchase of 
the total allowable quota. 

Wherever the permit system is in operation cer- 
tain evasions and misuses are found. Thus permits 
are transferred, for a consideration, to persons who 
arc unable to obtain them; holders of permits pur- 
chase liquor for others; and bootleggers have a 
ready market in supplying persons whose permits 
are canceled. Application of the permit system’s re- 
strictive features in the case of persons who suffer, 
or cause others to suffer, from their excessive drink- 
ing involves the necessity for social welfare work, 
and alcohol control administrations are not likely 
to be well equipped for this kind of activity. 
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Experiment alone will reveal the value of such a 
permit system in our states. It might not work at 
all in populous areas where the bootlegging prob- 
lem has been acute in recent years. On the other 
hand, a study of the operation of the system in the 
Canadian provinces of Ontario, Manitoba, British 
Columbia, Alberta and Nova Scotia has shown that 
the police, magistrates, employers and social work- 
ers are strongly in favor of it and that they consider 
it to be an effective device for controlling those who 
are disposed to abuse their privileges under the 
liquor acts. The Canadian officials point out also 
that this system is valuable as a means of detecting 
those who purchase quantities in excess of their per- 
sonal needs for the purpose either of bootlegging 
it by the drink or of selling it by package at hours 
when the government stores are closed. 

Summary 

One of the advantages of the State Authority 
plan is that it lends itself to adaptation to meet the 
peculiar conditions of individual states as well as 
the regional differences within each state. The 
quasi-private liquor sales corporation may be re- 
garded as lessening the degree of participation 
of the government in the merchandising of liquor. 
Under some conditions, also, it may lessen the 
danger of political interference in this phase of 
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liquor control. The local retail agency plan may be 
adapted to conditions in some states in order to 
meet the requirement for greater liberality in the 
sale of the stronger alcoholic beverages. The pur- 
chase permit system, on the other hand, imposes ad- 
ditional restrictions of a personal character. This 
scheme may be found desirable perhaps in some of 
the less populous sections of the United States. 

We are not suggesting that these modifications of 
the Authority plan are desirable. All that we are 
saying is that they are possible. They can be used to 
meet public points of view that differ in different 
states. The Authority plan is elastic and is adaptable 
to divergent conditions. 





Chapter Seven 
TAXATION 


Historically, taxes have been imposed upon alco- 
holic beverages both to provide revenue for the gov- 
ernment and to reduce consumption. While these 
two objectives may be contradictory if carried to 
extremes, in most countries they exist side by side. 
A third objective, especially in the days before pro- 
hibition in the United States, was primarily puni- 
tive. It was felt by some that those who manufac- 
tured, sold or used alcoholic beverages were 
conniving with evil and that they should be pun- 
ished with high special taxes. 

Revenue as an Object 

In designing new taxes for the reestablished alco- 
hol beverage trade, should revenue be the primary 
objective? Campaign speeches and statements by 
budget authorities have frequently seemed to an- 
swer this question in the affirmative. With this an- 
swer we are in sharp disagreement. The fundamental 
objective should be not revenue but rational and ef- 
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fective social control. While this is not inconsistent 
with extensive revenues, we believe that liquor taxes 
should be levied, first of all, because the taxes will 
help to make the liquor controls more successful, and 
not because the Treasury needs funds. The funda- 
mental motives should be broadly social, not nar- 
rowly fiscal. 

Punishment as an Object 

The repeal of prohibition marks also the end of 
punishment as a tax aim. If the moderate use of 
alcohol by those who desire it is generally accepted 
as legal, and as a matter of individual conscience, 
then such consumption cannot consistently be pun- 
ished by high taxes. The justification for taxes must 
be based on other grounds. 

Limitation of Consumption as an Object 

In England, Denmark and other countries high 
liquor taxes have been successful in reducing the con- 
sumption of alcoholic beverages. They increase the 
price of spirits to a point at which many people can- 
not afford to buy. That is, of their own free will 
people decide to spend their money for something 
other than liquor, because such expenditure brings 
greater satisfactions. While this voluntary self- 
control, induced by high prices, is an indispensable 
and desirable measure, it has two distinct limi- 
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tations: In the first place, it should not be applied 
to beer and light wines, since the consumption of 
light alcoholic beverages is least harmful and beer 
in particular is used by the lower income groups 
who cannot in justice be called upon to pay heavy 
taxes. In the second place, high taxes should be 
cautiously applied to spirits; such a policy increases 
the margin of profit for illicit manufacture and stim- 
ulates the sale of spirits by the moonshiners and 
bootleggers who have become so well established 
and organized under prohibition. In this matter the 
United States for the next few years will be faced 
with a unique situation. Our first task would seem 
to be to rid ourselves of organized bootlegging. A 
tax policy which defeats that immediate objective 
cannot wisely be maintained. 

Effect of High and Low Taxes 

It is illuminating to employ extreme figures to 
illustrate the effects of high and low taxation on 
the sale of alcoholic beverages. Let us suppose that 
American standard proof whiskey can be produced 
and sold, without excise, manufacturer’s or retail- 
er’s taxes or licenses of any kind, for 45 cents per 
quart. Now suppose that this whiskey is taxed at 
not more than 5 cents per quart by federal, state 
and local governments combined. The retailer’s 
price would then be 50 cents plus such profit as he 
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could make, a total price, let us say, of $i.oo. As- 
siuning opportunities for purchase to be virtually 
unrestricted, we might expect the following results 
from such a prevailing price level : 

1. The volume of consumption of spirits would 
be high because whiskey would he inexpensive 
and within the reach of nearly everyone. 

2. The illicit manufacturer and the bootlegger 
would lose their market. 

3. The system of liquor corruption of police offi- 
cials, politicians and lower courts would dis- 
appear for lack of funds. 

4. There would be little tax evasion, but the rev- 
enue would be small. 

In contrast, let us suppose the tax to be $5.55 
per quart, and the cost at retail, including profit, 
$7.00. We might then expect these results : 

1. The consumption of legally produced whiskey 
would be small. 

2. The moonshiner and bootlegger and the whole 
system of liquor corruption would flourish. 

3. Substitutes more harmful than seasoned spirits 
would be increasingly used. 

4. The revenue would be large in spite of the 
extensive illidt and untaxed liquor trade and 
the restriction of consumption. 
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It is clearly seen that high taxes cannot be em- 
ployed in the United States at the present time as 
a means of alcohol control for the reason that 
they would furnish indispensable support for the il- 
licit liquor business. Nothing will so quickly de- 
mobilize the moonshiner and the bootlegger, and 
throw into chaos the corrupt system they have 
created, as reasonable liquor taxes and low liquor 
prices. For the next three to five years, until the boot- 
legging regime which has developed under prohibi- 
tion has been driven out of business, low taxes are 
imperative. It is with this in mind that other means 
of discouraging and controlling excessive consump- 
tion are recommended elsewhere in this report. 

The Emerging Tax Chaos 

Upon the repeal of the Eighteenth Amendment, 
federal, state and many local governments will 
doubtless proceed to impose all kinds of manufac- 
turers’ and retail taxes and licenses upon the liquor 
business. The rush to pass new tax laws is already 
under way. As in the past, this will produce an incon- 
sistent mass of conflicting and overlapping tax legis- 
lation. The danger of the emerging tax chaos is, 
first, that considerations of fairness will be neg- 
lected; second, that the total tax levies will be so 
great as to continue the illicit liquor business; third. 
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that wasteful duplication and conflicting policies in 
administration may render inefficient and ineffective 
the whole tax structure. 

Under our federal form of government no easy 
solution of this problem is available. It would im- 
mensely simplify the entire matter of enforcement 
if the federal and state alcohol tax systems could 
be developed together as a unit, so that the rates 
of taxation would be uniform throughout the coun- 
try; so that import duties might be properly related 
to domestic manufacturers’ taxes; so that the total 
proceeds might be equitably distributed between the 
various governmental units; so that the total tax 
might not be so heavy as to place a premium on 
evasion, especially during the next few years; and 
finally, so that the administrative machinery might 
be simplified. But such a desirable solution can be 
brought about only through prompt cooperative ac- 
tion between the states and the federal government. 

General Considerations 

Though specific formulation of a cooperative 
scheme for the taxation of alcoholic beverages must 
be left to the taxing and other authorities of the 
governments involved, we may at least indicate in 
this chapter those principles which we believe should 
be the basis of the new liquor tax program. 
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Normal Business Taxes 

Before proceeding to the discussion of the special 
taxes levied upon the manufacture and distribution 
of alcoholic beverages, it is well to remember that 
liquor manufacturers and dealers pay, in addition 
to these special taxes, the normal taxes imposed 
upon all businesses and individuals by the federal, 
state and local governments. These include the fed- 
eral corporate income tax, the federal individual in- 
come tax, additional income taxes in certain states, 
wholesale and retail sales taxes in a few cases, auto- 
mobile and gasoline taxes and, finally, state and 
local taxes on personal property and on real estate. 
These normal taxes which the liquor trade, like any 
other business, must carry, are no less onerous for 
liquor manufacturers and dealers than are the same 
taxes when falling on others. Though these normal 
taxes will not be discussed further in this study, it 
should be borne in mind that they are none the less 
a part of the entire picture. 

Existing Special Liquor Taxes 

There are two chief points at which special taxes 
on alcoholic beverages may be levied: first, manu- 
facture; second, sale. 

Manufacture is taxed by the federal government 
and by some of the states. The federal government 
bases its tax on two factors : a small flat license fee 



114 TOWARD LIQUOR CONTROL 

and an excise levy on the quantity produced. For 
example, the present levy on beer is a license of 
$1,000 and an excise tax of $5.00 per barrel. The 
excise tax on industrial alcohol is $1.10 per gallon. 
The excise levy is the significant and productive tax. 
Before prohibition, the state levies on liquor manu- 
facture were confined to relatively light flat licenses. 
States are now, however, adopting excise taxes 
based on volume of production, following the plan 
of the federal government. 

The retail sale of alcoholic beverages has been 
taxed primarily under state laws. Retailers pay a 
state or local license tax for the privilege of con- 
ducting the business. This may be levied against 
the dealer as a person, against the place of business 
as such, or against both. While the retail license 
taxes in the United States have almost without ex- 
ception been flat taxes, bearing no relation to the 
amount of business done, an effort has been made 
in some states to adjust this inequality by relating 
the fee to the size of the city in which the vendor 
had his place of business or to his gross receipts.* 
In some jurisdictions abroad licenses have been auc- 
tioned off to the highest bidder or related to the 
rental value of the premises occupied — methods 
which we do not commend. 

‘Laws of New York, 1917, Chapter 6*3; 1933, Chapter 180, Sec- 
tioo 80. Illinois Laws, 19339 p. 5189 Section 5. Nebraska Laws9 19339 
p. 859 Section 8. Michigan, Public Act No. 64 (1933)9 Section 6. 
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The Incidence of Beverage Taxes 

Who pays the liquor taxes? This question of 
incidence is often overlooked in the discussion of the 
taxation of alcoholic beverages. The classical tax 
economists, after much theoretical and practical re- 
search and debate, are agreed that a manufacturers’ 
tax, levied equally upon all producers by volume, 
becomes a manufacturing cost, and will, therefore, 
be passed on to the consumer along with the other 
manufacturing costs.® While there are times of eco- 
nomic instability when the manufacturer cannot pass 
on all his manufacturing costs or taxes, and thus 
operates at a loss, under normal conditions the 
manufacturer does not really pay the volume taxes 
at all. He is merely the tax-collecting agent for the 
government. 

Retail taxes when levied by volume or as sales 
taxes have the same effect. They are a direct busi- 
ness cost and under normal conditions are passed 
on to the consumer. 

A flat license tax, such as the $1,500 formerly paid 
annually in New York City for a saloon license, is 
in quite a different category. It may, or may only in 

•Scligman, E. R. A. The Shifting and Incidence of Taxation* 
Dalton, Hugh. Principles of Public Finance, 

Great Britain. Committee on National Debt and Taxation. Report. 
(Section IV, “The Incidence and Effects of Existing Taxes.*’) 
Hobson, J. A. Taxation in the New State, 
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part, be passed on to the consumer in higher bever- 
age prices. Where the number of licenses is sharply 
restricted, so that there is no effective competition 
in prices, the liquor seller has limited monopoly 
rights and can charge what the traffic will bear. 
Under present conditions he would undoubtedly set 
his retail prices to include the license tax, thus pass- 
ing it on to the consumer. Where, however, com- 
petition is keen, as a result of the existence of many 
distributors, the tax is not so easily passed on to the 
consumer. 

In recent decades, both in this country and abroad, 
a new kind of taxation has been developed which 
cannot under normal circumstances be passed on 
to the consumer. This is the income tax; that is, a 
tax varying in accordance with the profits realized. 
Contrary to popular opinion, a tax on profits cannot 
generally be passed on to the consumer. While it is 
not possible in this study to demonstrate this point 
at length, it is to be accepted as axiomatic that, 
under normal competitive conditions of manufac- 
ture and sale, taxes by volume and by sales will, in 
general, be passed on to the consumer, while taxes 
on profits will be paid by the manufacturer or re- 
tailer and cannot be passed on.® 

Many people have wondered how it was possible 

* See references, page X15. 
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in the days before prohibition for so many distillers 
and brewers and saloonkeepers to become wealthy 
in spite of the large liquor taxes which they paid. 
A part of the answer is to be found in the fact that 
they did not pay the taxes levied against them. Be- 
cause of the nature of the taxes it was possible to 
hide them in the prices and to pass them on to the 
consumer. This was inevitable, since we used a type 
of tax, and created through other restrictions a kind 
of semi-monopoly which made it easy and natural to 
shift the entire tax burden. 

Tax Justice 

In connection with liquor taxes, the problem of 
justice is not to be passed over lightly. The total 
burden of all federal and local special taxes on alco- 
holic beverages was, before prohibition, $500,000,- 
000 a year. That is, it exceeded the total federal 
individual income tax of 1932 by 40 per cent. Under 
the taxes which we suggest below the total levy will 
be, we believe, approximately $700,000,000. This 
estimate, it must be remembered, does not include 
the normal federal, state and local taxes which the 
liquor trade will also bear. The method of distribu- 
tion of so large a special tax burden is obviously a 
matter of grave social importance. 

At this point, again, tax authorities and econo- 
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mists are agreed that all consumers’ taxes on arti- 
cles broadly used fall more heavily upon the poor 
than upon the rich. This is true of a tax on salt, for 
example, because a poor man’s family will use as 
much salt as will the family of a wealthy person. 
The tax will, conceivably, form a considerable per- 
centage of what the poor man has left for savings, 
while it will be only a very small percentage of what 
the rich man has left. The same principle is true of 
commodities like beer and wine. It does not apply 
with equal force to fancy beverages like cham- 
pagnes, which presumably are consumed only by the 
wealthy. In contrast to income taxes, which are pro- 
gressive, consumption taxes are regressive, since 
they absorb an increasingly smaller percentage of 
total income as we go up the income scale. 

In the days before prohibition, taxes on alcoholic 
beverages were heavy; they were so levied as to be 
passed on almost entirely to the consumer; and con- 
sumer taxes fall regressively, that is, more heavily 
at the bottom and less heavily at the top of the in- 
come scale. The question now arises: Do we wish 
to continue this system in the future ? The tax legis- 
lation already enacted is of the same variety, though 
the addition of sales taxes and state manufacturers’ 
taxes by volume indicates an even greater accentua- 
tion of regressive consumer taxes in the future. We 
frankly believe that this is a wrong road. We are 
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convinced that a considerable part of the total taxes 
to be levied on the manufacture and sale of alco- 
holic beverages should be fastened upon the manu- 
facturer and upon the retailer in such form that it 
cannot be shifted readily to the consumer. As has 
already been indicated, this can be accomplished by 
the use of profits taxation. 

Reasonable Rate Structure 

The tax rates on alcoholic beverages should ob- 
viously bear a reasonable relation to each other. 
This has not always been true in the past. An inter- 
relationship of this sort may be built upon a number 
of different bases. The more important are: 

1. Variations in the content of alcohol. For ex- 
ample, standard whiskey contains twelve and 
a half times as much alcohol as the present 
legal beer. On the basis of alcoholic content, 
the tax would vary as 12.5 to i. 

2. Variations in value. Standard whiskey of or- 
dinary grade costs from 40 to 60 cents per 
gallon to manufacture, as compared with beer 
at 17 to 20 cents. The ratio is about 3 to i. 

3. Variations in the social desirability of con- 
sumption. This cannot be expressed in terms 
of exact fractions. From our point of view, 
however, there is no reason for an artificial 
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restriction on light beers and light wines 
through the medium of price control. This is, 
however, desirable for the heavier alcoholic 
beverages. For spirits we think a handicap of 
3 times the cost of manufacture is the safest 
point at which to begin. This will undoubtedly 
have to be modified later, as experience in- 
dicates. 

4. Variations based upon ordinary versus luxury 
consumption; that is, upon the capacity to 
pay. Sparkling wines, champagnes, fortified 
wines and liqueurs are, in general, consumed 
by persons better able to pay taxes. They are 
not ordinarily consumed by the lower income 
groups. We have set a purely arbitrary ratio 
of I, 5 and 8 as between spirits, liqueurs and 
champagnes, respectively. 

The practical implications of these suggestions 
are shown in the table on page 125. 

Recommended Tax Program 

On the basis of the foregoing considerations, the 
following liquor tax program is recommended. With 
much hesitation we are presenting the general out- 
lines of a system, together with specific tax rates, 
because there is no other method of conveying what 
we mean when we say, for example, that the tax on 
beer should be “low” or that the tax on spirits 
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should not leave the bootlegger too large a profit 
margin. The suggested rates are illustrative only. 
They are offered as a basis for discussion and as a 
means of clarification. 

Our suggestions are presented under two heads, 
which deal, first, with manufacture and, second, with 
retail sale. 

Manufacturing Taxes 

We recommend that the manufacture of alcoholic 
beverages be taxed exclusively by the federal gov- 
ernment. 

Under a system of free interstate commerce, uni- 
formity in the taxation of manufacturers throughout 
the nation is desirable to maintain free competition. 
This uniformity cannot develop under independent 
state systems. Another important factor is the cor- 
relation of taxes on domestic manufacturers with 
duties on foreign import. The federal government 
alone has the power over import duties and should, 
therefore, be given control over the manufacturers’ 
taxes as well, in order that a consistent and coherent 
plan may be developed. This is of special impor- 
tance in dealing effectively with the smuggler. But 
the greatest difficulty arising from state taxation of 
the liquor manufacturers lies in the effects of differ- 
ential tax rates. If New York, for example, placed 
a tax of $2.00 a quart on the manufacture of whis- 
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key, while New Jersey levied a tax of but 50 cents, 
New York would drive its own distilleries to New 
Jersey and would create a thriving bootleg trade 
across the border. Unless we are to complicate our 
enforcement problems and immeasurably hinder the 
efforts of the states to bring the trade under control, 
the taxation of the manufacture of liquor must in 
the end be dealt with under a single federal policy. 

A practical method of accomplishing this result is 
through an interstate and federal arrangement 
under which the participating states will agree to 
refrain from such levies while the federal govern- 
ment agrees to meet the costs of administration and 
distribute to the states, for example, 20 per cent of 
the amounts collected. Such distribution should, per- 
haps, be in proportion to the taxes collected within 
the several states.'* 

*Aa a matter of law, this can be worked out cither through the 
joint designation of personnel to administer two identical taxes 
or through a compact plan and contingent federal aid appropria- 
tions. The joint designation of personnel, interstate compacts 
and conditional appropriations are all well-established devices. 
State Government, May, 1933. “A Selected Bibliography on Co- 
ordination of State and Federal Tax Systems,” by Beulah Bailey, 
pp. 14-16. 

Haig, Robert M. “The Coordination of the Federal and State 
Tax Systems.” (Bulletin of the National Tax Association, XVIII: 
66-74, December, 1932.) Address delivered before the 25th Annual 
Conference on Taxation, September 14, 1932. 

Hccr, Clarence. “The Elimination of Tax Conflicts; a pre- 
liminary canvass of suggested plans of action.” Memorandum 
submitted to the Interstate Commission on Conflicting Taxation. 
29 pp. mimeographed. 

Mills, Ogden. “Financial Relations of the Federal, and State 
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Tax Rates on Manufacture 

With regard to the tax rates on the manufacture 
of alcoholic beverages, we recommend ; 

1. That the excise tax on 3.2 per cent beer be 
placed at not more than $3.00 per barrel. This 
is comparable with a moderate retail sales tax 
of not more than 10 per cent. 

2. That the excise tax on natural wine be placed 
at 40 cents per gallon. 

3. That the excise tax on spirits be placed at 
$3.00 per proof gallon as an initial measure. 

4. That the excise taxes upon other alcoholic bev- 
erages be rationally related to the above rates 
with reference to their alcoholic content, price, 
undesirability of consumption and luxury-use 
factors, as shown in the accompanying table. 

5. That the manufacturers’ license tax be rela- 
tively small, not in excess of $2,000.® 


Governments.” (Bulletin of the National Tax Association, XVII: 
224-231, May, 1932.) Address delivered before the Bar Asso- 
ciation of New York. 

Seligman, £. R. A. **The Fiscal Outlook and the Coordination 
of Public Revenues.” {Political Science Quarterly, XLVIII:i-22, 
March, 1933.) 

United States Congress, House Committee on Ways and Means. 
“Double Taxation; preliminary report of a sub-committee relative 
to federal and state taxation and duplication therein.” 

*We do not believe that a high license tax should be used as 
a method of excluding people from entering the business. This 
should be accomplished through the refusal to issue licenses 
except where “public convenience and necessity*^ demand it, and 
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6. That every manufacturer pay, in addition to 
the license and excise levies, a special liquor 
profits tax based either on net income or on 
excess profits. If the profits tax is levied on 
net income, we suggest a rate of 50 per cent 
for the time being. This rate reflects the equal 
concern of the manufacturer and the public 
in the conduct of the enterprise. 

7. That the excise tax on ethyl alcohol for indus- 
trial purposes remain at $1.10 per gallon. 

These rates, particularly the rate upon spirits, are 
suggested as initial rates to be enforced during the 
period of transition while the organized bootlegging 
system is being driven out of business. How long 
this period will last we have no way of judging. As 
soon, however, as the illicit trade is no longer an 
outstanding menace, we anticipate that higher tax 
rates will be socially desirable. 

Retail Tax Rates 

A state which creates an Alcohol Control Au- 
thority need levy no taxes upon beverages. It will 
take its revenue in the form of profits included in 
retail prices, without encumbering itself with special 
tax administration in addition. However, if a state 


through manufacturing quotas established in accordance with the 
National Recovery Act. 
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adopts the license system or any other system of 
private sale of liquor, taxes will be necessary. For 
such states we recommend that the liquor sellers’ 
tax consist of two elements : one, a small flat license 
not to exceed approximately $250 per year; two, an 
excess profits or an income tax to be computed after 
aU other tax payments. This low license fee will 
eliminate one motive for sales stimulation which was 
prevalent in many cities under the high license sys- 
tem. The profits tax will generally rest on the 
dealer, not on the consumer. If net income is taken 
as a base, we suggest 50 per cent as the appropriate 
rate for the reasons outlined above in connection 
with the manufacturers’ profits tax. 

We are convinced that all liquor taxes within a 
state should be administered by the state. There 
should be no additional local liquor taxes or li- 
censes. It may be desirable for the state to share the 
yield of the taxes with the local units of government 
as has been done with various taxes in New York 
State for many years. This is, however, a matter 
which must be settled in each state on the basis of 
a consideration of the entire revenue system for 
state and local government. 

Disposition of Revenues 

In levying these taxes, no beneficial interests in 
liquor revenues should be created. All revenue 
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should go Into the general fund and should not be 
designated or earmarked for charities, hospitals, 
old-age pensions, etc. To weigh the needs for edu- 
cation, for example, against the requirements for 
the control of the alcohol traffic is impossible. It 
would provoke bitter controversy and confuse unre- 
lated governmental problems. Moreover, when par- 
ticular governmental activities are made dependent 
upon particular revenues, changes in the tax rates, 
and therefore In the yield, which might be extremely 
desirable as social measures, can be made only with 
the greatest difficulty, if at all, because of the effect 
of such changes on wholly unrelated enterprises.^ 

Conclusion 

The development of a proper system for taxing 
alcoholic beverages is one of the most important 
and difficult problems placed before the nation and 
the states by the repeal of the Eighteenth Amend- 
ment. The effort to clear the land of the illicit 
liquor business and to set up reasonable and ef- 
fective control can be immeasurably hindered or 
greatly advanced by the kind of tax system now to 
be established. The temptation to load on to the 
liquor trade all our governmental deficits should be 
resisted at all costs, for high taxes will produce high 
prices and will thus make inevitable the continuance 
’See ante pp. 74-75. 
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of the moonshiner, the bootlegger and the whole 
system of corruption. 

Tax rates upon the liquor trade should be viewed 
as a whole, and the objective of taxation should be 
neither revenue, primarily, nor punishment, but so- 
cial regulation. As a means of limiting consumption, 
the price of beverages of high alcoholic content may 
be considerably increased through taxes as soon as, 
but not before, the illicit trade is well under controL 

To make liquor taxes simple, effective and con- 
sistent, all manufacturers’ taxes should be levied ex- 
clusively by the federal government and correlated 
with import duties. All retail taxes or licenses should 
be levied by the states. There should be no local 
levies. The federal government might well distrib- 
ute part of the manufacturers’ taxes back to the 
states, while the states might hand part of the li- 
cense fees and profits taxes back to the communities. 

To avoid shifting the entire tax burden to the 
consumer, the principle of profits taxation should 
be applied to both the manufacturers and the dis- 
tributors of alcoholic beverages through the levy of 
a special liquor profits tax. 

The tax rates applied to the various kinds of alco- 
holic beverages should be established upon a ra- 
tional basis by varying the tax rate per gallon with 
relation to the alcoholic content, the price, the unde- 
sirability of consumption and luxury use. 
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In harmony with these suggestions, we present a 
simple and rational schedule of taxes to be levied by 
the federal government and by the states in coop- 
eration. The basic excise rates are $3.00 a barrel 
for 3.2 per cent beer, 40 cents a gallon for natural 
wine, and $3.00 a gallon for standard 100 proof 
spirits. In order that there may be no misunder- 
standing with regard to these proposals, we wish to 
repeat that these are submitted as initial tax rates 
to be modified in the future to meet changing con- 
ditions. It is estimated that these taxes will produce, 
together with the profits taxes suggested, approxi- 
mately $700,000,000 a year. 

Revenues from liquor taxes or licenses should not 
be earmarked for special purposes, such as schools, 
old-age pensions, hospitals and charities. The reve- 
nues should go directly into the general funds. 

Although liquor prices are influenced by many 
factors other than taxes, it seems to us that the tax 
program which we have suggested will make pos- 
sible a reasonable price level for alcoholic bever- 
ages. The prices for beer will probably be slightly 
reduced by the reduction of excise taxes and of flat 
licenses and the reliance on profits taxes which can- 
not normally be passed on to the consumer. Ordi- 
nary wine could be merchandised from $1.50 to 
$2.50 a gallon. Whiskey, gin and other spirits would 
probably sell at $1.50 and up per quart. With rea- 



130 TOWARD LIQUOR CONTROL 

sonably efficient law enforcement these prices will, 
we believe, make it unprofitable and difficult for 
organized bootlegging to continue. Though the 
probable price for spirits is, in our judgment, lower 
than it ultimately should be from the standpoint of 
limitation of consumption, this can be corrected by 
increasing the tax rates as soon as the illicit traffic 
has been substantially eliminated. Eventually there 
may be a greater differential between the beverages 
of low alcoholic content and those of high content. 

From the standpoint of social justice the plan 
here recommended is clearly a marked step in ad- 
vance. It lightens the taxes which fall on those with 
little income and through its profits tax features 
reaches a large new tax-paying capacity. The sug- 
gested plan rests less heavily on regressive con- 
sumption taxes and more heavily on profits taxes. 
At a time like the present when the country is en- 
deavoring to increase the total share of the national 
income going to the lower income groups, it would 
seem rational to make our taxes consistent with this 
objective. 

We are convinced that the application of these 
principles of taxation is essential to the successful 
handling of the new problems created by the repeal 
of the Eighteenth Amendment. 
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Chapter Eight 
EDUCATION 


So FAR in our report we have been discussing vari- 
ous types of legislative arrangements. We have been 
trying to find a realistic answer to this question: 
What defenses shall the law set up to guard society 
against the abuses of alcohol? But we have no illu- 
sions as to the complete success of any legal system. 
In our opinion there is no “solution” of the liquor 
problem — if by “solution” is meant some system or 
scheme which will be a short cut to virtue. No wave 
of the legislative wand can accomplish what all the 
saints and sages have failed to achieve in a score of 
centuries. While law can be of assistance, — and 
some laws are much more effective than others, — 
alcoholic indulgence is too deeply rooted in human 
nature to be dug out by summary process. The “so- 
lution” fetish has in the past been mischievous be- 
cause it has turned our eyes toward an alluring 
vision, and we have too often been blind to the 
prosaic necessities and slower processes involved in 
the word “education.” 

131 
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The Need for Education 

That there is need for education in relation to the 
problem of alcohol will scarcely be doubted by any- 
one who considers the nature of the age in which we 
are now living. A century ago, in the dominant agri- 
cultural civilization of America, the consequences of 
alcoholic excess were limited largely to the victim 
himself, to the members of his family and to his 
more immediate associates. Today we are living in 
a machine age. The railroad engine, the truck, the 
automobile, the airplane, are the symbols of a 
new pace and tempo — ^the instruments by which our 
modern society expresses itself in terms of speed. 
Indeed, the whole economic and industrial structure 
of our social order is held together by machinery, — 
machinery that requires cool heads and steady 
nerves to run it, — delicately adjusted, interlocked 
machinery, capable, if mishandled, of wrecking the 
social system itself and scattering death and suffer- 
ing in wide circles. 

This conception of the evils of intemperance in a 
machine age was alive in America long before the 
advent of prohibition. As early as 1899 the famous 
Rule G was in operation on every Class I railroad : 

The use of intoxicants by employees while on duty is 
prohibited; their use, or the frequenting of places where 
they are sold, is sufficient cause for dismissal. 

That rule was not written by fanatics or by 
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moralists. It was written by engineers in the inter- 
est of human safety. By the same token every auto- 
mobile today is an argument against liquor; every 
new mechanical invention is a plea for temperance. 
It is this point of view that gives rise to apprehen- 
sion among thoughtful people ever)rwhere as they 
face a new era of liquor control, with the machine 
process fastening itself more securely each year on 
all the details of human life. Never was there a 
greater need for temperate habit and self-control. 
Never was the necessity for education so compelling. 

What is Meant by Education 

We are conscious, of course, that education is a 
much-abused term and that all too frequently it is 
employed as a charm by which miracles can be 
wrought. The public mind is tempted to fall back 
upon it when quicker approaches are blocked, and, 
like legislation, it becomes in popular imagination a 
final solution rather than a working method. More- 
over, when we think of education, we are inclined 
to think almost exclusively in terms of the school. 
In relation to the problem of alcohol, for example, 
we think of the part that formal and systematized 
instruction can play in the development of temperate 
habits. 

This however is a narrow and inadequate concep- 
tion. As a matter of fact, the schools alone can 
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accomplish little in modifying or stabilizing the 
habits of the individual. Other factors, far more 
potent, must be linked up in the process. There is 
always a temptation to impose upon the school sys- 
tem as a single agency responsibilities heavier than 
it can possibly meet. That it can equip its students 
with accurate, unbiased knowledge concerning the 
different aspects of their personal and social rela- 
tionships is admitted. That it can do something in 
the way of making them balanced, wholesome 
human beings is also true. But it cannot compete 
with the influences nor successfully oppose the tend- 
encies of other and stronger agencies of social 
control. 

What are these other agencies that normally are 
stronger than the conventional educational process? 
What formative influences other than the school 
have to be considered? First and foremost, it seems 
to us, comes the general social situation in which a 
child grows up. With all the local differences that 
exist throughout the United States, there is a certain 
attitude toward life that may be characterized as 
American in that it differs from the English attitude 
or the German or the French or any other. This 
vague but indisputable social pressure upon the 
growing individual is well-nigh irresistible. This is 
the first, the most general and the most common 
element in the process of education. 
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There is a second influence of wide but more lim- 
ited character, namely, the influence of the immedi- 
ate environment in which the child grows up. The 
general spirit or attitude pertaining to American 
life which impresses itself upon American children 
and adults is modified by certain influences due to 
the particular characteristics of the narrower group 
to which the individual belongs. The standards and 
manners of the circle in which he moves, his intimate 
associations — social, religious or otherwise: these 
factors sway and shape his thinking and conduct. 

There is a third influence of wider, varying po- 
tency, but of tremendous importance, namely, that 
smaller but intensely interested group, the family. 
The mother, father, brothers and sisters who live 
under one roof make up a unit, from the influence 
of which it is extremely difficult for an individual to 
escape. The standards and ideals of this unit, its 
capacity to lead and persuade, constitute, therefore, 
a third contributing factor to the education of the 
growing human being. 

These considerations obviously apply to the prob- 
lem of temperance. Whether a country is to be dry 
or moist or wet will depend in the first instance on 
the general attitude of the vast majority of the 
adult persons of whom it is made up. As far as the 
individual is concerned, however, this attitude can 
be modified for better or for worse, first, by the pre- 
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vailing tone of the social circle in which he grows 
up and, second, by the influences that surround him 
at home. In molding the individual toward indul- 
gence or abstinence or moderation, these two groups 
with which he is most intimately connected may 
either confirm or obliterate the educational impact 
of society at large, just as one of these groups may 
confirm or obliterate the influence of the other. 

When, therefore, we look to “education” for help 
in relation to temperance, let us not suppose that 
“education” is solely a matter of going to schooL 
Far more important in the development of rational 
and balanced living are those subtle and in- 
tangible factors which constitute the tone and qual- 
ity of the nation, the community and the home. 
As with every other problem that relates to conduct, 
temperance in the long run will come, not by sum- 
mary process or legislative decree, nor by formal 
instruction in the school, but only as our entire 
American culture becomes civilized and the level of 
social standards and desires is raised. 

The Place of the School 

In spite of the fact that the school is less impor- 
tant than other agencies affecting the individual, it 
still has a significant part to play. At this point, 
however, difficulties are immediately encountered. 
What shall the school teach ? What shall be the goal 
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of its instruction? Too often, when a specific prob- 
lem appears on the horizon, the school is enlisted 
and instruction is begun with little consideration of 
the question whether there is a system of ideas or a 
code of behavior so generally accepted that the 
country or the locality is willing to have itself in- 
doctrinated with it. In other words, the wheels of 
the educational process are set in motion before 
there is any agreement as to objective and aim. 

This tendency has been particularly evident in re- 
gard to the problem of alcohol. Today every state 
in the Union, with the exception of Wyoming and 
Arizona, requires compulsory public school temper- 
ance instruction. In general, the statutes prescribe 
that in all schools supported wholly or in part by 
public funds specific and graduated courses in hy- 
giene shall be given for designated periods with 
special reference to the effects of alcohol upon the 
human system. In some states teachers have been 
dismissed and appropriations withheld if the anti- 
alcohol subjects are not taught as required by law. 
In other states certificates have been denied until 
teachers pass satisfactory examinations in hygiene, 
including the effects of alcohol on character and 
health. Thirteen states have set aside one day of 
each year, known in the schools as Temperance Day, 
during which exercises are held on the general sub- 
ject of the effect and influence of drinking habits. 
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The difficulty with all this activity is its lack of 
concrete objective. What is meant by “temperance 
teaching” ? Does one mean moderation in the use of 
alcoholic beverages, or is total abstinence the aim? 
As a matter of fact, the dry forces have interpreted 
compulsory temperance instruction in terms of total 
abstinence while the anti-drys have thought of it 
as meaning the teaching of moderation. Thus the 
conflict between wets and drys in the political field 
has been reflected in the educational field; and the 
type and degree of instruction in a given locality 
have too often been determined by whether one 
group or the other was in the ascendancy. 

This uncertainty, this lack of definition, is un- 
doubtedly one of the reasons why the educational 
program with reference to temperance has, in many 
states, seemed so inadequate. In localities where dry 
sentiment is pronounced, the instruction has often 
been given with the aid of biased and unscientific 
textbooks by teachers whose methods have been 
largely limited to moralizing and propaganda. On 
the other hand, in more or less wet districts, the 
instruction has frequently been perfunctory and the 
teachers indifferent and hostile. 

Lack of Knowledge in Temperance Education 

Temperance education, like all education, has 
been impeded not only by lack of aim, but by lack of 
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knowledge. It is easy to say that only those facts 
should be taught which have been scientifically ascer- 
tained. But as between the advocates of abstinence 
and the advocates of temperance, what agreement 
is there in relation to any body of facts scientifically 
ascertained? Authorities are quoted by both sides, 
and each bases its case on an appeal to science. In- 
deed, one of the discouraging aspects of the liquor 
debate of the last decade has been the use of scien- 
tific and pseudo-scientific terminology as a weapon 
of war. All the branches of learning from physiol- 
ogy to aesthetics and from sociology to ethics have 
been conscripted for service, not in a detached and 
disinterested search for truth, but as a means of 
propaganda. In the heat of the controversy any 
kind of fact has served as a weapon, and these 
“facts” have been fed out far too indiscriminately 
to the children in the school system. 

A Possible New Approach 

It is no part of the business of the authors of this 
volume to outline a course of education in the school 
sense of the term. That must be left to the intelli- 
gence of the schoolmen themselves. It is our con- 
cern, however, to point out that just as the schools 
now endeavor to give systematic, reliable and un- 
biased instruction in the field of dietetics or clothing, 
for example, so they may fairly be asked to perform 
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the same service in reference to the health and social 
aspects of alcohol. But just as in America the public 
schools are forbidden to take a biased attitude in 
respect to politics or religion, so they ought to re- 
frain from taking a biased or prejudiced attitude 
toward any other subject related to personal conduct 
or manners. 

The possibility of a new approach through the 
schools is elaborated in a recent report on health 
problems in education, issued by joint committees 
of the National Education Association and the 
American Medical Association, with the coopera- 
tion of the Technical Committee of Twenty-Seven.^ 
We have no space to quote at length from this re- 
port, but the following paragraphs are significant: 

The instruction concerning alcohol, tobacco, and other 
narcotics should be, in the main, a part of the general work 
in training to personal health habits and to promotion of 
community health and welfare. The keynote should be, 
‘‘Teach by facts and illustration ; not by exhortation.** 

Ideally, the instruction should be positive and demon- 
strative. Practically, the persistence of erroneous traditional 
beliefs about these substances, especially about alcohol, makes 
necessary concrete knowledge of their nature and eflEect as 
reason for practicing sobriety. 

The choice of material, therefore, involves: (i) Recog- 
nition of the individual and community advantages result- 
ing from sobriety; (2) correction of current fallacies as 
to the nature and efEects of these substances in which much 

^Published in 1930. (Second printing July, 1931.) Dr. Thomas 
D. Wood served as the Chairman. 
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of their use finds excuse ; ( 3 ) definite knowledge of modern 
scientific experiments and observations on this subject; (4) 
the application of this information to practical conditions of 
modern life in meeting individual and community prob- 
lems. There are, for example, industrial and transportation 
conditions now which make the use of alcoholic liquors 
very much more dangerous in their results than was the 
case a century ago. The physiological lesson should be deftly 
interwoven with the concrete instruction. 

Facts taught should be graded to meet the interest and 
psychological development of pupils. Motivation may be 
given through the appeal to desire for fitness for sports, 
efficiency in play and work, vigorous health, safety, service 
of others, character qualities such as self-control, kindness, 
sportsmanship, self-reliance, duty, reliability, truth, good 
workmanship, cooperation, loyalty. Incidental training may 
be given in connection with or through arithmetic, language, 
history, geography, biography, English, drawing, projects. 
Much of this information will find its way through the 
children back into the home, and if constructively devel- 
oped, will often react on the home environment favorably 
to the child’s physical, mental, and moral development. 

In this outline positive ideals around which physical facts 
may be taught are suggested solely as a guide to the teacher, 
but are never to be made a basis for “moralizing.” The suc- 
cess of this training will depend in no small degree upon 
leading young people to discover for themselves from the 
facts that sobriety has a value which makes it desirable to 
them in promoting activities or ideals in which they have 
interest. 

Factors in the New Approach 

If any such educational program is to be devel- 
oped, it seems to us that there are a few principles 
which require emphasis: 
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1. The need for research is paramount. We must 
have the facts about the effects of alcohol on the 
human system, facts which scientists of accepted 
standing can support. It is to be hoped that with 
the passing of the Eighteenth Amendment the 
heated spirit of controversy will subside, and 
objective consideration will take its place. There 
are many gaps in our knowledge at the present 
moment, and medicine and physiology have much 
to learn. In the meantime efforts should be made to 
bring together in tangible form the facts which 
have thus far been ascertained, and nothing should 
be taught upon which the leading authorities in med- 
ical science are in disagreement. Controversial is- 
sues, such as the effect of alcohol on heredity, can 
be explained and presented from the different points 
of view now held by various authorities. School text- 
books should have constant and searching revision 
in these matters as in all others that require change 
through new gains in knowledge. Wherever exagger- 
ated statements regarding the effects of alcohol are 
found, they should be eliminated in order to make 
possible the objective teaching of what is known to 
be true. 

2. Not only do we need research so that facts can 
displace opinion and superstition, but we need clear, 
unprejudiced dissemination of facts. This requires 
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a tolerant spirit, and tolerance in education, free 
from the bias of preconceived objectives, is per- 
haps difficult to achieve. But it is distinctly within 
the range of possibility to promote understanding 
of facts to a point where common knowledge sup- 
ports a steadily improving national ideal. 

3. Whatever line temperance instruction may 
take, its chief emphasis, if it is to capture this 
younger generation, should be on life and health 
and not on disease and death. It should be construc- 
tive and not negative. The necessity of keeping fit 
for work and sport Is a far more effective appeal 
than moral homilies. Our young people cannot be 
browbeaten into righteousness or frightened into 
good behavior. They are alert to detect exaggera- 
tion, and they are not moved by sanctimonious ex- 
hortation. It is this kind of approach which has too 
often made temperance teaching in the past what 
one well-known educator called a “pedagogical 
monstrosity.” The only effective appeal today is an 
appeal not to fear or prejudice but to intelligence. 

Adult Education 

If systematic temperance education is to be truly 
effective, it must be pushed beyond the limits of the 
schoolroom. It is at this point that a significant op- 
portunity is developing In the new era which we are 
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now entering. With the old wet and dry controversy 
out of the way, the argument for sobriety, for tem- 
perate living, for a clean and orderly country can 
be made in a manner that will stir the nation. It is 
possible that this activity could be assisted through 
the State Boards of Education and other public 
bodies; but here is a field well adapted to private 
societies — Chambers of Commerce, Parent-Teacher 
Associations, civic agencies, churches, as well as or- 
ganizations specially created for this purpose. 

It is possible that a new society for temperance, 
set up perhaps on a national basis and divorced 
from old groups and methods that have outlived 
their usefulness, might be of genuine service. Such 
an organization could focus specialized attention on 
the problem and could bring together behind intel- 
ligent programs men and women interested in the 
maintenance of a sober country, and determined 
that the legalized return of alcohol shall mark the 
beginning of real temperance. 

Conclusion 

In an earlier section of this chapter we spoke of 
a distinct American atmosphere or attitude and the 
social pressure it exerts upon the growing individual. 
What is needed in this country is a national ideal, 
a public will, a deep desire to eradicate the evils 
of alcoholic excess. 
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In a number of countries which we have investi- 
gated, this spirit of determination is at work. In 
England, for example, in spite of the natural handi- 
caps of a license system, there is a definite, conscious 
effort toward the attainment of temperance. Sim- 
ilarly throughout Scandinavia, substantial reduc- 
tion in the consumption of spirits has been effected 
by health education, by the promotion of sports, and 
by the purposeful leadership of public spirited men. 
In Russia, a nation-wide campaign for temperance 
is now in process. Indeed with the Russians, the 
fight for temperance has been thrown into terms of 
a vast symbol. Vodka, an enemy of the people, is 
battling at their gates. Guards are stationed in every 
home, school and factory. Alcoholic clinics and psy- 
chiatric wards as well as posters and lectures, are 
the weapons employed. From White Russia to Si- 
beria, from the Black Sea to the Baltic, the voice 
of temperance leadership is heard. It is a spirit that 
is reflected in the daily life of the people and finds 
expression in a thousand forms. As a consequence, 
in Russia the forces of intemperance are in retreat. 

It may be said that conditions abroad are utterly 
different from those in the United States, and the 
point, of course, is true. But here are examples of 
what can be done by the power of a national deter- 
mination to check and minimize the evils of intern- 
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perance. It is this kind of ideal, this united front 
against a common danger, that could change age- 
old attitudes toward liquor and give temperance and 
sobriety a sure foothold in our Twentieth Century 
civilization. 
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Chapter Nine 

TOWARD CONTROL 


Law and education are twin pillars of the social 
order. In respect to most human problems, the hope 
of the future lies in laws soundly conceived and well 
administered and in an educational process rooted 
in self-discipline and self-control. 

But this is an easy generalization and it does not 
answer the legitimate apprehension with which the 
thoughtful people of this country face a new at- 
tempt at liquor regulation. After a thirteen-year 
trial of national prohibition, the pendulum has 
swung violently toward toleration. The influence of 
this new attitude is bound to affect the legislation 
in each of the forty-eight states. But toleration, 
unless rigidly guarded, means the inevitable return 
of evils which those of us whose memories run back 
a quarter of a century do not like to recall. It 
was only twenty years ago that the saloon, backed 
by the brewers and the distillers, had a throttle grip 
on local and state governments alike, a grip which 
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it maintained by systematic corruption. As late as 
1915 the organized liquor traffic tried to blacklist 
forty-nine American firms, including railroads and 
manufacturing concerns, which in the interests of 
efficiency had forbidden their employees the use of 
intoxicants while on duty. It is scarcely an exaggera- 
tion to say that the liquor business, as organized 
before prohibition, stood for everything that de- 
cency was opposed to and fought everything that de- 
cency desired. That there were individuals here and 
there in both the retail and the wholesale business 
who were respectable and socially responsible citi- 
zens must, of course, be admitted. But their voices 
were unheard in the clamor of the trade for in- 
creased profits. The belief that national prohibition 
was “put over” by fanatical moralists is a common 
fallacy. In large measure the Eighteenth Amend- 
ment was the final result of angry public reaction, 
accumulating over a long period of years, against a 
system that debauched personal character, cor- 
rupted public life and defied control. 

The younger generation, perhaps, has no vivid 
recollection of this old regime, but the older genera- 
tion remembers it; and the warning we would pass 
to those who must handle the responsibility in the 
future is based on memories of a nation fighting for 
temperate standards against a lawless trade. 
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The Basis of our Recommendations 

It is because we realize so keenly the possibilities 
of abuse involved in the present swing toward tolera- 
tion that we have come to the conclusions embodied 
in this report. We do not favor the license system, 
because it seems to us inadequate to control the 
abuses of strong alcoholic beverages. It does not 
stop the gap from which most of the evils flow. 
We are not impressed with the possibilities of state- 
wide bone-dry prohibition, not because in theory it 
is too drastic, but because in practice it does not 
work. Restrictive law^s which cannot be enforced 
achieve success only on paper. More than that, they 
defeat their fundamental purpose. Our recommenda- 
tion in regard to the liberalization of the control of 
light beers and wines may seem to some too extreme 
a concession to wet sentiment. We are convinced, 
however, that without this degree of liberalization 
there is no escape from the bootlegger and but little 
hope for real temperance. On the other hand, our 
recommendation in regard to state control of the 
sale of stronger alcoholic beverages may appear to 
some too bold and idealistic an experiment in gov- 
ernmental operation. But we firmly believe that any 
system of control which does not attack the private 
profit motive in the retail sale of spirits is merely 
touching the problem at its fringe. Unless we elimi- 
nate the incentive behind the stimulation of sale, we 
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have not dug to the root of the difficulty, and the 
weeds of abuse will thrive no matter how we hack 
at the tops. 

Other Experiments Desirable 

In making this recommendation for a State Au- 
thority we do not wish to appear dogmatic or intol- 
erant of other control devices that may be sug- 
gested. In a country as large as ours, with so great 
a variety of local conditions, there is room for many 
types of experiment. Indeed, the forty-eight states 
will constitute a social science laboratory in which 
different ideas and methods can be tested, and the 
exchange of experience will be infinitely valuable for 
the future. 

It is perhaps unnecessary to make the point that 
no inherent virtue resides in any given type of ad- 
ministrative mechanism. Assuming that the objec- 
tives of the regulatory system are reasonably satis- 
factory to the community, it is the men in charge of 
the machinery who determine failure or success. In 
the last analysis, integrity and intelligence are of 
far greater importance than administrative device. 
The conclusion of the Committee of Fifty in 1903, 
at the close of its ten-year survey of the liquor prob- 
lem, is as true today as it was thirty years ago: 
“That law is best which is best administered.” 

At the same time, it is possible to set up a system 
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of control in which administrative intelligence and 
integrity are not confronted at the beginning with 
impossible obstacles. It is precisely this reasoning 
that leads us to prefer the State Authority system. 
Instead of being pitted at the start against a business 
that is looking for maximum profits at any cost, the 
administrators of such a system could develop their 
policies protected from the hazard of an immediate 
and insidious warfare. Plenty of enemies would re- 
main to be fought, but among them would not be 
the one that in America at least has upset every gov- 
ernmental attempt in a hundred years that looked 
toward temperance and moderation, i.e., a hungry 
liquor traffic with an eye only to larger profits. 

No System Final 

A concluding word remains to be said: No recom- 
mendations which we or anyone else could make 
carry with them an element of finality. The only 
service that law can render is to give effect to the 
necessities and ideals of a given time and place, and 
necessities and ideals cannot escape the processes of 
change. We need to be on our guard against any 
system of control that has outlived its usefulness or 
that no longer represents the prevalent ideas and 
attitudes of the community. Our legal prescriptions 
and formulas must be living conceptions, capable of 
growing as we grow. For law is itself a social phe- 
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nomenon and has no meaning apart from the uses 
and necessities from which it springs. 

The point is important because of all public ques- 
tions the liquor question swings its pendulum through 
the widest arc. The opinion of this decade is not 
likely to be the opinion of the next; and in their 
attempt to find a method of regulation which meets 
the contemporary mood and attitude, lawmakers 
are often sorely perplexed. At the moment this coun- 
try has turned in strong reaction against the re- 
strictions of a national prohibition system. Forty- 
eight states are attempting to set up a new method 
of control. In the last analysis, there is but one 
fundamental rule to be followed — and all other 
rules are corollaries: If the new system is not rooted 
in what the people of each state sincerely desire at 
this moment, it makes no difference how logical and 
complete it may appear as a statute — it cannot 
succeed. 

But, unless we mistake the desire and temper of 
public opinion, there is no disposition to allow the 
return of old evils. A new spirit is in the air — a new 
belief in the power of human intelligence to plan a 
social order in the interests of a saner and more 
balanced life. It is this revived faith, this impa- 
tience with abuses which have so long seemed in- 
evitable, this willingness to experiment, that consti- 
tute the hope of the new era. 
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Appendix I 

AMERICAN LAWS 

AND CONSTITUTIONAL PROVISIONS 

WILSON ORIGINAL PACKAGES ACT 
Act of August 8, iSqo, c. 728 (26 Stat. 

All fermented, distilled, or other intoxicating liquors or liquids 
transported into any State or Territory or remaining therein for 
use, consumption, sale or storage therein, shall upon arrival in 
such State or Territory be subject to the operation and effect of 
the laws of such State or Territory enacted in the exercise of its 
police powers, to the same extent and in the same manner as 
though such liquids or liquors had been produced in such State or 
Territory, and shall not be exempt therefrom by reason of being 
introduced therein in original packages or otherwise. 

WEBB-KENYON ACT 

Act of March /, 1913, c. 90 (37 Stat, 699) 

(The Wehh Bill — An Act divesting intoxicating liquors of their 
interstate charters in certain cases) 

The shipment or transportation, in any manner or by any means 
whatsoever, of any spirituous, vinous, malted, fermented, or other 
intoxicating liquor of any kind, from one State, Territory or 
District of the United States, or place noncontiguous to but subject 
to the jurisdiction thereof, into any other State, Territory, or 
District of the United States, or place noncontiguous to but subject 
to the jurisdiction thereof, or from any foreign country into any 
State, Territory, or District of the United States, or place non** 
contiguous to but subject to the jurisdiction thereof, which said 
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spirituous, vinous, malted, fermented, or other intoxicating liquor 
is intended, by any person interested therein, to be received, pos- 
sessed, sold, or in any manner used, either in the original package 
or otherwise, in violation of any law of such State, Territory, or 
District of the United States, or place noncontiguous to but subject 
to the jurisdiction thereof, is hereby prohibited. 

REED AMENDMENT 

Act of March 3, 1917, c, 162, Sec, 5, (39 St at. 1069) 

Act of March 4, 1917, c. 192, (39 St at. 1202) 

Act of February 24, 1919, c. 18, Sec. 1407, (40 Stat. I151) 

Whoever shall order, purchase, or cause intoxicating liquors 
to be transported in interstate commerce, except for scientific, 
sacramental, medicinal, and mechanical purposes, into any State 
or Territory the laws of which State or Territory prohibit the 
manufacture or sale therein of intoxicating liquors for beverage 
purposes shall be fined not more than $1,000 or imprisoned not 
more than six months, or both ; Provided, That nothing herein 
shall authorize the shipment of liquor into any State contrary to 
the laws of such State ; Provided further, That the provisions of 
this section are made applicable to the District of Columbia. . . . 

No letter, postal card, circular, newspaper, pamphlet, or pub- 
lication of any kind containing any advertisement of spirituous, 
vinous, malted, fermented, or other intoxicating liquors of any 
kind, or containing a solicitation of an order or orders for said 
liquors, or any of them, shall be deposited in or carried by the 
mails of the United States, or be delivered by any postmaster or 

letter carrier, when addressed or directed to any person, firm, 

corporation, or association, or other addressee, at any place or 
point in any State or Territory of the United States, or the 

District of Columbia, at which it is by the law in force in the 
State or Territory or the District of Columbia at that time 

unlawful to advertise or solicit orders for such liquors, or any 
of them, respectively. If the publisher of any newspaper or other 
publication or the agent of such publisher, or if any dealer in 
such liquors or his agent, shall knowingly deposit, or cause to 
be deposited, or shall knowingly send or cause to be sent, anything 
to be conveyed or delivered by mail in violation of the provisions 
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of this section, or shall knowingly deliver or cause to be delivered 
by mail anything herein forbidden to be carried by mail, shall 
be fined not more than $1,000 or imprisoned not more than six 
months, or both ; and for any subsequent offense shall be im- 
prisoned not more than one year. Any person violating any 
provision of this section may be tried and punished, either in the 
district in which the unlawful matter or publication was mailed 
or to which it was carried by mail for delivery, according to 
direction thereon, or in which it was caused to be delivered by 
mail to the person to whom it was addressed. The Postmaster 
General is hereby authorized and directed to make public from 
time to time in suitable bulletins or public notices the names of 
States in which it is unlawful to advertise or solicit orders for 
such liquors. 


EIGHTEENTH AMENDMENT 
(Liquor Prohibition) 

1. After one year from the ratification of this article the manu- 
facture, sale, or transportation of intoxicating liquors within, the 
importation thereof into, or the exportation thereof from the 
United States and all territory subject to the jurisdiction thereof 
for beverage purposes is hereby prohibited. 

2. The Congress and the several States shall have concurrent 
power to enforce this article by appropriate legislation. 

3. This article shall be inoperative unless it shall have been 
ratified as an amendment to the Constitution by the Legislatures 
of the several States, as provided in the Constitution, within seven 
years from the date of the submission hereof to the States by the 
Congress. 

Put into effect January 16, 1920. 

SUMMARY OF THE VOLSTEAD ACT 

National Prohibition Act of October 28, igrg, c, 85, Sec, / 

(41 Siat. 305) 

The word “liquor” as used in the law includes alcohol, brandy, 
whiskey, rum, gin, beer, ale, porter, and wine, or other beverages 
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containing one half of one per cent or more of alcohol. All per- 
sons are forbidden to manufacture, sell, barter, transport, import, 
export, deliver, furnish or possess any intoxicating liquor except 
under the provisions of the act. The law permits under regulation 
denatured alcohol and denatured rum; medicinal preparations 
made according to regular formulas, patent medicines, toilet 
articles, antiseptic preparations, flavoring extracts and syrups, 
provided these are unfit for beverage uses; vinegar and sweet 
cider. In the manufacture of cereal beverages, the production of 
high-proof beer is permitted as a part of the process but it must 
be de-alcoholized before offered for sale. Liquor for non-beverage 
purposes and sacramental wine may be manufactured, etc., under 
certain regulations. Manufacturers of exempt articles may pur- 
chase and keep liquor for such purposes under certain conditions, 
but may not sell it or use it, except as ingredients of the articles 
manufactured. No more alcohol may be used in articles which may 
be used as beverages than the necessary amount for solution of 
certain elements and for preservation of the articles. 

No one may manufacture, etc., liquor without a permit, but 
liquor prescribed by a physician may be bought without a permit. 
A person conducting a bona fide hospital or sanatorium for 
alcoholics may under certain regulations purchase and use liquor 
for the treatment of patients under physician^s direction. 

Anyone having a permit to manufacture, etc., wine for sacra- 
mental purposes may sell it only to a rabbi, minister, priest, or 
officer authorized by a congregation on special application. 

Only licensed active physicians holding permits may prescribe 
liquor and then only if they believe that the use of liquor as 
medicine by the person is necessary. 

Under the 1921 amendment [Nov. 23, 1921, c. 134, Sec. 2 (42 
Stat. 222)] physicians may prescribe only spirituous and vinous 
liquors but may not prescribe for one person more than a pint 
of spirituous liquors or a quart of wine within ten days. 

Various types of records are prescribed for manufacturers, 
wholesale and retail druggists and common carriers. 

It is unlawful for a person to ship liquor without notifying the 
carrier of the contents of the package; for the carrier to accept 
for shipment a package of liquor unless certain information ap- 
pears on the label; to receive, ship or transport a package of 
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liquor bearing false statements; to give carrier an order for de- 
livery of liquor to a person who has no right to receive it ; to adver- 
tise in any way liquor, its manufacture or sale or where it may be 
secured, except that manufacturers or wholesale druggists holding 
permits may furnish price lists and advertise in trade journals, 
and that the provision is not to apply to foreign newspapers mailed 
to this country; to advertise, manufacture, sell or possess any 
utensil, recipe, etc., for the unlawful manufacture of liquor; to 
solicit or permit one’s employees to solicit orders for liquor or 
information as to how it may be secured. 

Anyone injured by an intoxicated person shall have right of 
action for damages against the person who sold the liquor unlaw- 
fully to the intoxicated person. 

Possession of liquor in one’s private dwelling only for the per- 
sonal consumption of the owner, his family and bona fide guests 
is legal if obtained lawfully prior to the effective date of the 
Eighteenth Amendment to the Constitution. 

A good deal of misunderstanding has arisen over the exemptions 
made in the interest of home manufacture and consumption of 
liquor. “Non-intoxicating cider and fruit juices” may be manu- 
factured, exclusively for use in the home; and here the Bureau of 
Prohibition interprets the word “non-intoxicating” to mean non- 
intoxicating in fact without reference to an exact percentage of 
alcoholic content. Fruit juices, except cider, thus manufactured are 
subject to tax if they exceed one-half of one per cent in alcoholic 
content under the revenue laws. 

SUMMARY OF THE JONES LAW 
Act of March 2, ig2g, c. 473, Sec. i (45 Stat. 1446) 

Wherever a penalty or penalties are prescribed in a criminal 
prosecution by the National Prohibition Act, as amended and sup- 
plemented, for the illegal manufacture, sale, transportation, im- 
portation or exportation of intoxicating liquor, as defined by Sec- 
tion I, Title II, of the National Prohibition Act, the penalty 
imposed for each such offense shall be a fine not to exceed $10,000 
or imprisonment not to exceed five years, or both ; Provided, That 
it is the intent of Congress that the court, in imposing sentence 
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hereunder, should discriminate between casual or slight violations 
and habitual sales of intoxicating liquor, or attempts to com- 
mercialize violations of the law. 

Section 2. This act shall not repeal nor eliminate any minimum 
penalty for the first or any subsequent offense now provided by 
the said National Prohibition Act. 


This Jones Act was modified by the Stibbs Law passed January 
* 5 » 1931 (c- 29, 46 Stat. 1036), to make petty offenders, selling 
or manufacturing or transporting not more than a gallon of 
liquor subject to a maximum fine of $500, instead of $10,000, and 
a maximum imprisonment of not more than six months instead 
of five years. 

SUMMARY OF ACT LEGALIZING 3.2% BEER 
(Cullen Beer Act) 

Act of March 22, 1933, Sec. 3 (48 Stat. — ) 

A tax of $5 per barrel (31 gallons) is levied on all malt and 
vinous beverages containing one-half of one per cent, or more, 
of alcohol by volume, and not more than 3.2 per cent of alcohol by 
weight, and at a like rate for any other quantity or for the 
fractional parts of a barrel authorized and defined by law, to be 
collected under the provisions of existing law. The tax imposed 
by this section upon any beverage, if any tax is now imposed 
thereon by law is to be in lieu of such tax. This provision does 
not affect the internal revenue tax on beer or wine of an alcoholic 
content greater than 3.2 per cent by weight or less than one-half 
of one per cent by volume. 

There is required of brewers for each brewery a federal license 
fee of $1,000. 

Nothing in this Act is to be construed as repealing any special 
tax or administrative provision of the internal revenue laws 
applicable to malt and vinous beverages of an alcoholic content 
of not less than one-half of one per cent by volume and not more 
than 3.2 per cent by weight. 

The restrictions of the Reed Amendment in regard to adver- 
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tising of liquors are not to apply to malt and vinous beverages of 
an alcoholic content not greater than 3.2 per cent by weight. 

Manufacturers must secure a permit before engaging in busi- 
ness, such permits to be withheld in states where such manu- 
facture is prohibited. 

Manufacturers’ permits must specify a maximum alcoholic 
content permissible for the fermented malt or vinous liquor or 
fruit juice at the time of withdrawal from the factory or other 
disposition, which shall not be greater than 3.2 per cent by weight. 

If in the process of manufacture a greater percentage of 
alcohol than that permitted by law is produced, the excess must, 
before the liquid is withdrawn from the factory, be reduced to or 
below the specified maximum; but such liquid may be removed 
and transported, under bond and under such regulations as may 
be prescribed, from one bonded plant or warehouse to another 
for the purpose of having the percentage of alcohol reduced to 
the maximum specified in the permit by dilution or extraction. 

No tax shall be assessed or paid on spirits used in fortifying 
wines for the production of non-beverage alcohol. 

In cases where the manufacturer is charged with manufactur- 
ing or selling for beverage purposes any beer or wine containing 
more than 3.2 per cent of alcohol by weight, the burden of proof 
shall be on such manufacturer to show that the liquid so manu- 
factured or sold contained not more than 3.2 per cent of alcohol 
by weight. If a manufacturer is charged with failure to reduce 
the alcoholic content to or below the maximum permitted under 
this act, the burden of proof is likewise on him to show that the 
alcoholic content so manufactured or sold did not exceed the 
maximum specified in the permit. In any suit or proceeding in- 
volving the alcoholic content of any beverage, the reasonable ex- 
pense of analysis of such beverage shall be taxed as costs in the 
case. 

For violations of this provision the manufacturer is subject 
to the penalties and proceedings provided by law in the case of 
similar violations of the National Prohibition Act. 

Interstate shipment, or importation in violation of state law, 
is prohibited. The fine for violation of this provision is not more 
than $1,000 or imprisonment for not more than six months, or 
both, and for any subsequent offense imprisonment for not more 



i62 toward liquor control 

than one year. If any person is convicted under this section any 
permit issued to him shall be revoked. 

TWENTY-FIRST AMENDMENT 
(Repeal) 

1. The Eighteenth Article of Amendment to the Constitution 
of the United States is hereby repealed. 

2. The transportation or importation into any State, Territory 
or possession of the United States for delivery or use therein 
of intoxicating liquors, in violation of the laws thereof, is hereby 
prohibited. 

3. This article shall be inoperative unless it shall have been 
ratified as an amendment to the Constitution by conventions in the 
several states, as provided in the Constitution, within seven years 
from the date of submission hereof to the States by Congress. 
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Appendix II 

HOW THE CANADIAN PROVINCES 

QUEBEC 

GOVERNMENT CONTROL 

Method op A Liquor Commission appointed by the Lieutenant- 

CONTROL Governor-in-Council consisting at present of 5 

Commissioners — no fixed term. The Commission, 
at its own stores, makes retail sales, by the bottle, 
of spirituous liquor, wine, imported beer (exceed- 
ing 4% in alcohol by weight). No sales by the 
glass at liquor stores. 


Manufacture Manufacture in private hands, with strict super- 
AND vision by the Commission of all breweries and dis- 

Importation tilleries. Liquor Commission alone may import. 


Wholesale All provincial sales by the distilleries are made 
only to the Commission, which supplies the govern- 
ment retail stores from its own warehouses. No 
wholesale sales of wine for consumption within 
the Province except to the Commission. Breweries 
sell beer at wholesale to different licensees (gro- 
cers, etc.). 
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HANDLE ALCOHOLIC BEVERAGES 


NEW BRUNSWICK— 
GOVERNMENT CONTROL 

A Liquor Control Board of 3 
members appointed by the Gov- 
ernor - in - Council — the Chief 
Commissioner’s appointment is 
for 10 years. All retail sales of 
spirituous liquor, imported beer 
and wine made by the Board in 
its own stores — by the bottle. 
No sales by the glass — no public 
drinking. 


The breweries are privately 
owned and subject to strict 
supervision by the Board. Liquor 
Control Board alone may im- 
port. 

All sales by the breweries to 
the Board which supplies the 
government retail stores from 
its own warehouse at Frederic- 
ton. Wholesale for shipment 
outside the Province by the 
brewers, and records of all such 
sales must be Bled with the 
Board. 


ALBERTA- 

GOVERNMENT CONTROL 

A Liquor Board — i Commis- 
sioner appointed by the Execu- 
tive Council. No fixed period of 
appointment — the present Com- 
missioner has held office since 
the Act was set up. All retail 
sales of spirituous liquor, im- 
ported beer and wine made by 
the Board in its own stores — by 
the bottle. No sales by the glass 
of spirituous liquor — no public 
drinking (except beer). 

The breweries are privately 
owned and subject to strict 
supervision by the Board. No 
distillery in Alberta. Liquor 
Board alone may import. 

Alberta brewers sell wholesale 
direct to licensees and report 
sales to the Board. 
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Local 

Option 


Licenses 


PimCHASE 

Conditions 


Amount One 
May Buy 


Hours of 
Sale 


QUEBEC— 

Much used feature of the Liquor Act. Mail and 
express order purchases from Commission head- 
quarters in Montreal and Quebec permitted in 
local option areas. 

All manufacturing is under federal control and 
taxation, but sales come under the Commission. 
Breweries, hotels, taverns, cafes, clubs, restaurants, 
groceries, licensed by the Commission. A banquet 
permit is provided for. All licenses or permits good 
for not exceeding i year. 


No individual permit required. 


Spirituous liquor sales limited to i bottle at a sale. 
Wine or beer sales not limited in quantity. 


Liquor stores open from 9 a.m. to 6 p.m., Satur- 
days I p.m. (or may, if directed, remain open 
until 5 p.m.). Two stores each in Montreal and 
Quebec open until ii p.m.; Hull, Three Rivers, 
Sherbrooke each has one store open until ix p.m. 
Taverns open from 8 a.m. to ii p.m. Hotels sell 
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NEW BRUNSWICK— Co«/. 
Much used feature of the 
Liquor Act. Mail and express 
order purchases permitted in 
local option areas — shipped 
from head office at Fredericton. 

No distillery and no winery in 
New Brunswick. Breweries sub- 
ject to both federal and pro- 
vincial control as to licensing 
and taxation. All licenses or 
permits good for not exceeding 
I year. 


No individual permit required. 


One bottle of spirits at a sale. 
No restriction on beer and wine. 
Board may in its discretion re- 
strict sales. 

From 9:30 a.m. to 5:30 p.m, — 
Saturdays from 9 a.m. to 5 p.m. 


ALBERTA—— C OTit* 

Much used feature of the 
Liquor Act. Mail and express 
order purchases permitted in 
local option areas — shipped 
from head office at Edmonton. 

Manufacturing under federal 
control and taxation and sub- 
ject to federal licensing. Spe- 
cial permits or licenses granted 
to druggists, physicians, hos- 
pitals, dentists, certain manu- 
facturers, ministers, priests, 
etc. Brewers licensed by the 
Board. All licenses or permits 
issued for calendar year only. 
Banquet licenses issued subject 
to police approval. 

A permit necessary to buy 
spirituous liquor and beer. 
Yearly fee $2.00 covering spirit- 
uous liquor and beer, also 
wine; $1.00 yearly fee covering 
beer only; single purchase per- 
mit 50 cents; non-resident per- 
mit good for 30 days $1.00. 

All purchases except beer en- 
tered in permit holder’s permit 
book. No limit on spirituous 
liquor, wine or beer, but Board 
has authority to restrict sales. 

Beer parlor hours 7 a.m. to lo 
p.m. Mon. to Fri. {9 p.m. Sat.) 
Hours for government stores in 
larger centers and mining 
camps, 10 a.m. to 8 p.m.; rural 
centers, 10 a.m. to 6 p.m. Closed 
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Hours of 
Sale — ConU 


How Beer 
AND Wines 
Are Sold 


How 

Distilled 
Spirits Are 
Sold 

Advertising 


PRonxs 


Taxes 
Excise and 
Customs 
Duty 


QUEBEC— 

with meals wine and beer from 8 a.m. to ii p.m. 
Taverns, liquor stores closed on church holidays, 
Sundays, and election days, but not on certain 
legal holidays such as Dominion Day, Labor Day, 
etc. Hotels may not sell on such days. Hotels may 
sell on church holidays and Sundays in Montreal 
and Quebec if they have 50 rooms, and in other 
places if they have 25 rooms, between iz noon 
and II p.m., with meals only. 

Licensed breweries, both in and outside the Prov- 
ince sell beer direct to licensed grocers, restaurants, 
hotels, clubs, etc. Beer sold by the glass in licensed 
taverns, hotels, clubs, restaurants, railroad dining 
cars, vessels. In hotels, clubs and restaurants beer 
and wine sold only with meals. Food may be 
served in taverns. Wine sold only in government 
stores, as well as imported beer over 4% by 
weight. 

Through government stores only — by the bottle 
(only I bottle at a sale). Also by mail and express 
from Commission headquarters at Montreal and 
Quebec. 

Allowed. 


All profits from retail sales at government stores 
go direct to Provincial Treasury, but substantial 
amounts from liquor revenues are devoted to roads, 
hospitals, educational purposes, etc. 

Quebec breweries pay 5% tax on gross sales 
monthly. Outside breweries pay 5% tax on gross 
sales in Quebec. 

Note: — For information on federal (Dominion) 
customs and excise taxes see p. 180. 
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NEW BRUNSWICK— Cofl/. 


Locally made beer as well as 
imported beer and wine, sold 
only at government stores. 


Through government stores 
only — by the bottle, and by mail 
and express from head office at 
Fredericton. 

Not allowed. 


All profits from all sales at 
government stores go direct to 
Provincial Treasury. 

There is no tax on beer. 

Note: — 'For information on fed- 
eral (Dominion) customs and 
excise taxes see p. 180. 


ALBERTA— C ont* 
Sundays, legal holidays and 
election days. No drinking in 
government stores. 


Imported beer and wine sold 
only in government stores. Al- 
berta beer also sold at govern- 
ment stores and through brew- 
ery warehouses maintained by 
the brewers, direct to individual 
permit holders, and to licensed 
beer parlors, etc. Brewers must 
report all sales to the Board. 

Through government stores 
only — by the bottle. 


The Board does not advertise, 
but manufacturers may, subject 
to the Board’s approval. 

All profits from retail sales at 
government stores go direct to 
Provincial Treasury. 

Brewers pay a tax of 15]^^ per 
Imperial gal. on local sales — no 
tax if exported. 

Note: — For information on fed- 
eral (Dominion) customs and 
excise taxes see p. 180. 
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Method of 
Control 


Manutacturi 

AND 

Importation 


Wholesale 


Local 

Option 


Licenses 


NOVA SCOTIA— GOVERNMENT CONTROL 

A Liquor Control Board of 2 members at present, 
appointed for 10 years by the Governor-in-Council. 
All retail sales of spirituous liquor, imported beer 
and wine made by the Board in its own stores — 
by the bottle. No sales by the glass — no public 
drinking. 


The brewery is privately owned, subject to strict 
supervision by the Board. No distillery in Nova 
Scotia. Liquor Control Board alone may import. 


Liquor Control Board has exclusive control. 


Mail and express order purchases from head of- 
fice permitted for delivery into dry areas, as 
determined by the Plebiscite Act of 1929. 


All manufacturing under federal control and tax- 
ation and subject to federal licensing. Special per- 
mits granted druggists, certain manufacturers. 
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MANITOBA— 
GOVERNMENT CONTROL 

A Liquor Board appointed by 
the Lieutenant - Governor - in - 
Council — 3 members — no fixed 
term of office (present Chairman 
has served lo years). All retail 
sales of spirituous liquor, im- 
ported beer and wine made by 
the Board. Sales of beer by the 
glass in beer parlors licensed by 
the Board. No sales by the glass 
of spirituous liquor. No public 
drinking in hotels or restau- 
rants of spirituous liquor, ex- 
cepting at banquets under per- 
mits or under a special permit. 

Manufacture in private hands, 
with strict supervision by the 
Board of all breweries and dis- 
tilleries. Liquor Control Board 
alone may import. 

All provincial sales by the dis- 
tilleries are made direct to the 
Board which supplies the gov- 
ernment retail stores from its 
own warehouses. No wholesale 
of beer for consumption within 
the Province to other than the 
Board. 

Much used feature of the 
Liquor Act. Mail and express 
order purchases from Board 
headquarters at Winnipeg per- 
mitted in local option areas. 

All manufacturing is under fed- 
eral control and taxation and 
subject to federal licensing. 


I7I 

SASKATCHEWAN— 
GOVERNMENT CONTROL 

A Liquor Board of 1 Commis- 
sioner at present without fixed 
term of office appointed by the 
Lieutenant-Governor-in-Council. 
All retail sales of spirituous liq- 
uor, imported beer and wine 
made by the Board in its own 
stores — by the bottle. No sales 
by the glass — no public drink- 
ing. 


Manufacture in private hands, 
with strict supervision by the 
Board. Liquor Board alone may 
import. 

No wholesale of beer for con- 
sumption within the Province to 
other than the Board. 


Much used feature of the 
Liquor Act. Mail and express 
order purchases from govern- 
ment stores permitted in local 
option areas. 

Manufacturing is under federal 
control and taxation and sub- 
ject to federal licensing. No 
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Licenses— 

Cont. 


Purchase 

Conditions 


Amount One 
May Buy 


Hours of 
Sale 


How Beer 
and Wines 
Are Sold 


NOVA SCOTIA— CoTf#. 

doctors, hospitals, etc. Brewers licensed to sell to 
the Board. All licenses and permits good for not 
exceeding i year. Banquet licenses granted — fee 
$i.oa 


No purchase permit required for wine and beer. 
Permit required for spirituous liquor. Resident in- 
dividual permit fee $1.00, temporary (non-resi- 
dent) individual permit fee $1.00. 


The quantity of spirituous liquor, wine and beer 
one may buy is left to the discretion of the store 
manager. 


Government stores 10 a.m. to 6 p.m. Closed Sun- 
days, legal holidays, election days. No drinking in 
government stores. 


Through government retail stores only — ^by the 
bottle. 
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The Board may grant beer, 
club, druggists’, canteen, brew- 
ers’ and distillers’ licenses. Beer 
waiters are also licensed. All 
licenses or permits good for not 
exceeding i year. 

Individual purchase permits for 
wine and beer and spirituous 
liquor $i.oo yearly fee ; special 
temporary permit to an individ- 
ual for use at his summer cot- 
tage, camp, etc., covers all 
liquor. This permit issued with- 
out charge to a holder of a 
general individual permit. Ban- 
quet permit, $2.00. Permits to 
druggists, dentists, physicians, 
certain manufacturers, hospi- 
tals, etc., 50 cents yearly. Priests 
and clergy permits, no fee. 

All purchases entered in permit 
holder’s permit book. Purchases 
in any one day limited to 2 
gals, (one case) of beer and i 
gal. of wine, and 55 ounces of 
any other liquor. 

Government stores open 10 a.m. 
to n p.m. any day except Sun- 
day. Closed Sundays, legal holi- 
days and election days. No 
drinking in government stores. 

Beer sold at government stores 
by the bottle, carton or case. 
Beer by the glass sold in beer 
parlors, clubs, and beer parlors 
within hotels, the beer to be 
consumed within the room 
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SASKATCHEWAN— Cob/. 
distillery and no winery within 
the Province. Special permits 
granted to druggists, physicians, 
hospitals, dentists, certain 
manufacturers, etc. Brewers are 
licensed. All licenses or permits 
good for not exceeding i year. 

No individual purchase permit 
system. Banquet permits issued 
— ^fee $2.00. 


Daily limit to individuals not 
to exceed 2 gals, of beer and i 
gal. of wine and i qt. of any 
spirituous liquor. But provision 
is made to buy a larger quan- 
tity under special permit — $3.00 
fee. 

All government stores open ii 
a.m. to 7 or 8 p.m., also varying 
to provide for a weekly half 
holiday. 

Licensed beer and wine stores 
sell beer and native wine only 
and by the bottle only. No sale 
by the glass. Imported beer and 
wine sold only in government 
liquor stores. 
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NOVA SCOTIA— Con/. 

How Beer 
AND Wines 
Are Souh— 

Conf^ 


How Through government stores only— by the bottle. 

Distilled 

Spirits Are 

Sold 

Advertising Not allowed. 


Profits All profits from retail sales at government stores 

go direct to the Provincial Treasury. 


Taxes 
Excise and 
Customs 
Duty 


No provincial tax on beer or liquor. 

Note: — For information on federal (Dominion) 
customs and excise taxes see p. i8o. 
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MANITOBA— Coji/. SASKATCHEWAN— Cow/. 


where sold. No food is sold in 
beer parlors, and no drinks ex- 
cepting beer. The Act fixes the 
price of beer at not to exceed 
10 cents a glass. Beer parlors 
place their order for beer with 
the Board accompanied by the 
cash. The Board then author- 
izes a brewer to deliver the 
beer to the beer parlor. Brew- 
eries deliver direct to permitees’ 
residences under Board super- 
vision. Imported beer and wine 
sold only in government stores. 

Through government stores 
only — ^by the bottle. 


The Act allows liquor advertis- 
ing but it is not done. Circular- 
izing of permittees by brewers 
and distillers at their expense 
subject to Board censorship is 
allowed. 

All profits from retail sales at 
government stores go direct to 
Provincial Treasury. 

Manitoba brewers pay to the 
Board gal. tax on all beer 

sold within or without the 
Province. All outside brewers 
also pay to the Board 1234 cents 
gal. tax on beer sold in Mani- 
toba. 

Note: — ^For information on fed- 
eral (Dominion) customs and 
excise taxes see p. i 8 o. 


Through government stores 
only — ^by the bottle. 


Allowed only in newspapers, 
magazines, and year books — 
subject to approval of Board. 


AU profits from retail sales at 
government stores go direct to 
Provincial Treasury. 

No provincial tax on beer. 

Note; — For information on 
federal (Dominion) customs 
and excise taxes see p. 180. 
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BRITISH COLUMBIA— GOVERNMENT 
CONTROL 

Method of A Liquor Control Board — i Commissioner at pres- 

CoNTROL ent — appointed by the Lieutenant-Governor-in- 

Council for indefinite period. The Board, at its 
own stores, makes retail sales, by the bottle, of 
spirituous liquor, wine, imported and British Co- 
lumbia beer. No public drinking of spirituous 
liquor. 

Mahufactturb Manufacture in private hands, under federal 

and license. 

Importation Liquor Control Board alone may import. 

Wholesale All British Columbia sales by distilleries (operat- 

ing under federal licenses) are made direct to the 
Board, which supplies the government stores from 
its own warehouses. No wholesale of beer or wine 
for consumption within British Columbia to other 
than the Board. 

Local Option Applies only to beer parlors. The Board may es- 
tablish stores wherever it deems advisable. Mail 
and express order purchases from head office per- 
mitted in local option areas. 

Licenses All manufacturing is under federal control and 

taxation and subject to federal licensing. Special 
permits or licenses granted to druggists, physicians, 
hospitals, dentists, certain manufacturers, ministers, 
priests, etc. Breweries, distilleries, native wineries, 
all licensed by the Board. Hotels (beer parlors), 
clubs, veterans’ organizations, all licensed to sell 
beer by the glass. Clubs arc licensed to enable 
members to keep liquor therein for personal con- 
sumption, but not for sale. Veterans’ clubs may 
sell only to their own members. All licenses expire 
December 31 of the year of issue. 
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ONTARIO— GOVERNMENT CONTROL 

A Liquor Control Board consisting at present of 2 Commissioners 
appointed by the Lieutenant-Governor-in-Council — no fixed term. 
All retail sales of spirituous liquor, imported beer and wine made 
by the Board in its own stores — ^by the bottle. No sales by the 
glass — no public drinking. 


Manufacture in private hands, with strict supervision by the Board 
of all wineries and breweries. Dominion Excise Departifient offi- 
cials exercise strict supervision over distilleries. Liquor Control 
Board alone may import. 

All provincial sales by the distilleries are made direct to the Board, 
which supplies the government retail stores from its own ware- 
houses. No wholesale of beer or wine within the Province. 


Much used feature of the Liquor Act. Mail and express order pur- 
chases from government stores permitted in local option areas. 


All manufacturing is under federal control and taxation and sub- 
ject to federal licensing. Special permits granted to druggists, 
physicians, hospitals, dentists, certain manufacturers, ministers, 
priests, etc. Brewers licensed by Board to keep for sale and sell 
beer to the Board and to permit holders. Distillers licensed to keep 
for sale and sell to the Board. Native wineries licensed by the 
Board to sell their products to the Board and direct to permit 
holders. All licenses or permits good for not exceeding x year. 
Permits granted by the Board for the sale of light beer. 
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Purchase 

Conditions 


Amount One 
May Buy 


Hours of 
Sale 


How Beer 
and Wines 
Are Sold 


How 
Distilled 
Spirits Are 
Sold 

Advertising 

Profits 


Taxes 
£ xasE and 
Customs 
Duty 


BRITISH COLUMBIA— Cow/. 

One must obtain a permit to buy spirituous liquor, 
beer and wine — one permit covers all — ^yearly fee 
25 cents. 


All purchases recorded on permit holder’s permit. 
No limit as to quantity of beer and liquor one may 
buy, but the vendor may exercise his discretion in 
the matter. 

General hours of liquor stores throughout British 
Columbia 10 a.m. to 6 p.m. Mon. to Fri., 12 noon to 
8 p.m. Sat. In Vancouver one store open from 
4 p.m. to 12 midnight (Sat. 3 p.m. to 11 p.m.). 
Beer parlors’ hours vary — 10 or 10:30 a.m. to ii or 
11:30 p.m., closed Sundays, certain holidays and 
election days. 

Beer sold by the glass, or by the bottle (for off- 
premises consumption) in licensed beer parlors. 
Brewers sell only to the Board, which in turn sells 
through its stores, to permit holders and licensees 
(beer parlors, clubs, etc.). Native wine sold only 
in government stores. 

Through government stores only — by the bottle. 


Not allowed except in bona fide newspapers. 

All profits from sales at government stores go di- 
rect to Provincial Treasury. 

All beer, wine and spirituous liquor, whether lo- 
cally made or imported, pay no taxes in British 
Columbia. 

Note: — For information on federal (Dominion) 
customs and excise taxes see p. 180. 
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ONTARIO— 

One must obtain a permit in order to buy spirituous liquor, On- 
tario beer (excepting light beer — ^less than 2^4% of alcohol), na- 
tive wine: $2.00 a year for residents, $2.00 for non-residents 
(temporary— not over i month). Special permit, both resident and 
temporary, covering wine, native wine and beer, costs $i.cx>. 

All purchases entered in permit holder’s permit book, and the 
amount is subject to the discretion of the vendor or inspector. 
Maximum obtainable in one day, i case spirits, or i case wine, or 
10 doz. qts., or 10 doz. pts., or 54 bbl., or two 54 bbls., or four 
54 bbls. of domestic beer. 

Generally speaking — ^10 a.m. to 6 p.m. each business day. Many 
stores close i p.m. Sat. Two Toronto stores and one in Ottawa 
10 a.m. to 10 p.m. all business days (Sat. 7 p.m.). Few other stores 
12 noon to 8 p.m. (Sat. 7 p.m.) Closed Sundays, legal holidays, 
election days. 


Ontario beer and Ontario wine sold direct to the public by brewers 
from brewery plants and through brewers’ warehouses and winer- 
ies, and from government stores. Imported beer and wine sold only 
in government stores. One or more Board officials are stationed in 
each brewery, brewer’s warehouse and winery to supervise sales 
and endorse permits. 

Through government stores only— by the bottle. 


Not allowed. 

All profits from retail sales at government stores go direct to Pro- 
vincial Treasury. 

On retail sales from breweries and brewers’ warehouses, a 5% 
commission is levied by the Board. Provincial tax on domestic 
wine, 10^ per gal. No provincial tax on domestic beer. 

Note: — For information on federal (Dominion) customs and excise 
taxes see p. x8o. 
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PRINCE EDWARD ISLAND has a prohibitory law, the sale of 
intoxicating liquor being under the control of a Board of Commis- 
sioners. A wholesale vendor is licensed to import and to sell to 
licensed retail vendors, who sell to those entitled to purchase, i.e., 
holders of physicians’ prescriptions, and to holders of certificates 
to purchase for mechanical, pharmaceutical, hospital or such pur- 
poses. Vendors act as agents of the Board. 

FEDERAL (DOMINION) CUSTOMS TAX ON: 

(1) Imported Spirituous Liquor (From British countries) 

$8.00 per gal., 6% sales tax, 3% special excise tax, 18% on 
value of containers. (This amounts to about $9.00 per gal. 
on whiskey, gin, etc. — from non-British countries it would 
be about $10.25 P^r gal.) 

(2) Imported Beer (From British countries) 

30(/f per gal. customs duty, 12*^^ per gal. excise tax, 6% 
sales tax, 18% on value of containers. (This amounts to 
about 60^ per gal.— from non-British countries it would be 
about 80^ per gal.) 

(3) 

Import duty on wine varies with kind of wine, country of 
origin and alcoholic content. 

FEDERAL (DOMINION) CUSTOMS EXCISE ON: 

(1) Domestic Spirituous Liquor 

$7.00 per gal., 6% sales tax. (This amounts to about $5.50 
to $6.00 per gal. on whiskey, gin, etc.) 

(2) Domestic Beer 

3^ per lb. of malt, 123^^ per gal. excise tax, 6% sales tax. 
(This amounts to about 26^ per gal.) 

(3) Domestic Sparkling Wine 

$1.50 per gal., 6% sales tax. (This amounts to about $1.85 
per gal.) 

(4) Domestic Still Wine 

per gal., 6% sales tax. 

References above are to the Imperial gallon and, in respect to 
spirits, to a proof gallon; to bottled goods in cases (not bulk). 
The value on goods imported is the home consumption value in the 
country from which exported. Imports from British countries re- 
ceive preferential treatment in customs rates. 
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HOW CERTAIN EUROPEAN COUNTRIES 

NORWAY 

MethcX) of Limited dividend company, the Vinmonopolet^ pri- 

CONTROL vately owned, directed by Board of Directors of 

5 members and i managing director appointed by 
the King. Powers relating to audit and to the 
framing of general policies repose in council of 
15 members named by the Storting (parliament)* 
Outside Oslo local boards serve in advisory capac- 
ity to the Vinmonopolet Board of Directors. 


Manufacture 

Ailb 

Importation 


Private distillers produce raw spirits which may 
be sold only to Vinmonopolcty which in turn manu- 
factures alcoholic beverages. Manufacture of beer 
and wine in private hands. Vinmonopolet alone 
may import. 
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HANDLE ALCOHOLIC BEVERAGES 


SWEDEN 

A private, limited dividend cor- 
poration, the Vin & Spritcen- 
tralen^ under the Royal Board 
of Liquor Control appointed by 
the King, has control of impor- 
tation, manufacture and whole- 
sale trade in alcoholic bever- 
ages except beer. Retail sales 
by 122 other private limited- 
dividend system companies, 
each having 2 directors of its 
own choice, 2 appointed by 
local authorities and 1 by Royal 
Board. Characteristic feature — 
individual purchaser’s pass 
book (motbok). 

Distilled spirits manufactured 
by the Vin Sprite entralen and 
by private producers who may 
sell only to the Vin fef Spritcen’^ 
tralen. Swedish wine purchased 
from private manufacturers by 
the Vin Gf Sprit centralen. Man- 
ufacture of beer in private 
hands. Vin Sf Sprite entralen 
alone may import. 


ENGLAND 

Licensing system. Licenses is- 
sued by justices appointed for 
life by the Lord Chancellor. 
Emphasis on limited hours of 
sale, reduction of number of 
licenses, increased taxation. 
State management of retail sale 
of alcoholic beverages exists in 
Carlisle and a small surround- 
ing territory. 


In private hands. 
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Wholesale 


Local Option 


Licenses 


Purchase 

Conditions 


Amount One 
May Buy 


NORWAY— 

Wholesale of wine and spirits entirely in hands of 
Vinmonopolet, 

Municipal Councils under local option provisions 
may exclude sale of wine and spirits and may even 
place certain limitations on sale of beer. 


Issuance of licenses determined by municipal coun- 
cils. Licenses for consumption of spirits on premises 
are held in name of Vinmonopolet which appoints 
as its agents the managers of hotels and restau- 
rants which serve spirits. Municipal licenses issued 
to restaurants and hotels to sell beer and wine. 


No personal purchase permit required. Purchaser 
must be twenty-one years of age. 


No restriction on beer and wine. Reasonable 
amounts of spirits not questioned, except that sale 
is denied to persons reported by police or charity 
organization to be abusers. 
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SWEDEN— C'o/r/. 
Wholesale of wine and spirits 
entirely in hands of Vin & 
Spritceniralen. 

Local option privilege excludes 
all alcoholic beverages from 
some districts, wine and spirits 
from others. No prohibition on 
importation into dry areas. 

Licenses required for manufac- 
ture of beer, wine and spirits. 
Retail licenses required for res- 
taurants and hotels selling wine 
and spirits for consumption on 
premises. 


One must obtain a pass book 
(mothok) in which all package 
purchases at System company 
shops are recorded. 


Maximum purchase quota 4 
liters (about i.i gal.) per 
month. Quotas of i, 2 or 3 liters 
fixed for many. Quotas deter- 
mined on basis of age, sex, 
whether head of household, 
financial condition and record 
of sobriety. No restriction on 
wine containing less than 14% 
alcohol, or beer, by the bottle. 
Amount of spirits and wine by 


1 8s 

ENGLAND— Co«/. 

In private hands. 


Not a part of English system. 


Distilleries, breweries, recti- 
fiers, wineries are licensed. Re- 
tail licenses must be issued to 
individuals and also to premises 
where liquor is sold except the- 
aters, registered clubs, premises 
of Ancient Vintners’ Company, 
and shops selling exclusively by 
bottle for consumption off the 
premises. License for 1 year, 
may be extended to 7 years at 
discretion of justices. 

No personal purchase permit 
required. Beer and cider may 
be sold with meals to persons 
over 16 years of age. Otherwise 
purchaser must be 18 years of 
age or over. 

No restriction for liquor to be 
consumed off the premises, ex- 
cept one must buy not less than 
one pint of wine and not less 
than I quart of spirits. For con- 
sumption on premises purchases 
may be by glass or bottle. 
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Amount One 
May Buy- 
Cow/. 

Hours of 
Sale 


How Beer 
AND Wines 
Are Sold 


How 
Distilled 
Spirits Are 
Sold 


Advertising 


NORWAY— Con/. 


Vinmonopolet stores for package sale open on or- 
dinary days II a.m. to 5 p.m.; on Saturdays and 
days before holidays ii a.m. to i p.m. except as 
these hours may be extended by municipal sanc- 
tion; in Oslo hours on Saturdays and days before 
holidays are 9:30 a.m. to i p.m. For consumption 
on the premises the hours for wine are 8 a.m. to 
midnight; for spirits 3 p.m. to ii p.m., except in 
large cities where municipal council may extend 
this to midnight. 


Beer up to 2.5% by weight sold without license or 
restrictions. License required for sale of heavier 
beer. Wine by bottle sold only at Vinmonopolet 
stores. Sale for consumption on premises by li- 
censed restaurants and hotels. 


Spirits by bottle sold only by Vinmonopolet stores, 
by the glass only in restaurants and hotels ap- 
pointed as agents of Vinmonopolet and limited in 
number by municipal council. Restricted as under 
“Hours of Sale.” 


Vinmonopolet does not advertise. Agents of foreign 
manufacturers may advertise. 
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SWEDEN—Coir/. 
glass determined by time of day 
and price of meal. 

System company stores open 9 
a.m. to 5 p.m. for bottle sale. 
Restaurants sell wine with food, 
9 a.m. till 10 p.m.; spirits noon 
till 10 p.m. ; some first-class res- 
taurants till 1 a.m. 


Retail sale of beer not re- 
stricted. Light wine under 14% 
not limited in amount but pack- 
age purchases are recorded in 
pass book. Heavy wine over 
14% restricted in amount; for 
Consumption on premises re- 
strictions depend on time of day 
and price of meal. 

Spirits by bottle for consump- 
tion off premises sold by System 
companies only, each purchase 
recorded and limited (see 
above, “Amount One May 
Buy”). Spirits by glass sold 
with food, restricted in amount 
depending on time of day and 
price of meal. 

Self-imposed restrictions by 
monopoly sales companies. 


ENGLAND— 


Permitted hours: London, week- 
days, 9 hours between ii a.m. 
and II p.m., with break of 2 
hours some time after 12 noon. 
Sundays and certain holidays, 
5 hours, only 2 of these between 
12 noon and 3 p.m. ; not more 
than 3 between 6 p.m. and 10 
p.m. Other parts of England: 
week-days, 8 hours with same 
2-hour break; Sundays and hol- 
idays, same as London. 


In public houses (“pubs”), res- 
taurants and hotels by the 
glass; in shops by the bottle. 


Same as beer and wine. 


Not restricted. 



i88 


Profits 


Taxes 
Excise and 
Customs 
Duty 


TOWARD LIQUOR CONTROL 
NORWAY—Cow#. 

Excess profits over the 5% permitted to sharehold- 
ers go to state. 


Beer subject to manufacturers* tax. 

Wines and spirits subject to import duty, manu- 
facturers* tax and 25 % on turnover of spirits. 
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SWEDEN— 

Excess profits over fixed divi- 
dends (6% for Vin & Sprit- 
centraleriy 5% for the 122 Sys- 
tem companies) accrue to state. 

Beer subject to manufacturers’ 
tax. 

Malt tax. 

Manufacturing tax on domestic 
brandy or brdnnvin. 

Customs duty on spirits and 
■wine. 

Tax on spirits sold by glass. 
Tax on turnover of all spirits, 
60% of amount paid by System 
companies for all spirits. 
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ENGLAND— Con/. 
Private profit, not limited by 
government. In Carlisle profits 
go to government. 

Beer. Subject to customs duty 
per barrel; also excise rate 
varying with specific gravity 
of the beer. 

Wine. Wine in casks subject to 
customs duty varying with al- 
coholic content. Wine in bottles, 
in addition to customs duty 
above, subject to gallonage tax. 
No excise. 

Spirits. Customs and excise on 
spirits per proof gallon. 
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HOLLAND 

Method of Licensing system. The provincial government is- 

CONTKOL sues “full licenses” for on- and oflP-premises con- 

sumption. Retail licenses for bottle sale issued by 
burgomaster and aldermen of the municipality. 
Licenses limited in number in proportion to popu- 
lation, in ratios varying with size of city. 


Manufacture In private hands. 

AND 

Importation 

Wholesale In private hands. No license. No restriction. 

Local Option Provision that every 5 years municipal council may 
petition Crown for reduction in licenses issued by 
provincial government; decision by Ministry of 
Interior, effective by Royal decree. Municipalities 
may set aside geographical areas where there may 
be no licenses. 

Licenses Retail licenses issued by burgomaster of the town 

or city, fee based on rental value of property. 
Registration permits but not licenses required to 
sell beer and wine or spirits under 15% alcoholic 
content, by bottle. Licenses are of 3 classes: (i) for 
sale of beer and wine for consumption on premises; 
(2) for sale of spirits by bottle for consumption 
off the premises; (3) for sale of spirits for con- 
sumption on the premises. A “full license” permits 
sale for consumption both on and off the premises. 

Purchase No personal purchase permit required. Those un- 

Condztxons der 16 not permitted to enter licensed places. 
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RUSSIA 

State Alcohol Monopoly has ex- 
clusive right to handle all prod- 
ucts of state, cooperative and 
private plants. Liquor sold at 
retail at government stores for 
consumption off premises; at 
hotels and restaurants for con- 
sumption on premises. Emphasis 
on temperance education. 

Vodka made by state monopoly 
only. Other alcohol may be 
made by state, cooperative or 
private plants. 

Under state control. 

Demands for discontinuing sale 
of vodka in various districts are 
complied with. Any local store 
may be closed by government, 
depending on local conditions. 

Government controlled, with 
policy of progressive decrease 
in number of licensed places. 
Distribution restricted as far as 
possible to government stores. 


No personal purchase permit 
required. Purchaser must be x8 
years of age. 
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FINLAND 

Control is by the Alcohol Com- 
pany which is state owned and 
operated. Board of Control con- 
sists of 7 regular and 3 deputy 
members named by Cabinet, 
This Board is responsible for 
policies; its business manage- 
ment is under Board of Direc- 
tors appointed by Board of 
Control. 

Manufacture of beer by private 
interests; manufacture and im- 
port of other alcoholic bever- 
ages in hands of Alcohol Com- 
pany. 

By the Alcohol Company. 

Local sentiment is sought and 
considered in licensing shops. 


Hotels and restaurants are 
licensed by governors of Prov- 
inces. All other licenses are is- 
sued by Alcohol Company 
which takes local sentiment into 
account in licensing and in 
opening shops. 


No personal purchase permit 
required. Hotels and restau- 
rants may not serve liquor to 
anyone under 18 years of age. 
Purchaser by bottle at stores, 
must be not obviously under 21. 
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Amount One 
May Buy 


Hours of 
Sale 


How Beer 
AND Wines 
Are Sold 


How 

Distilled 
Spirits Are 
Sold 


Advertising 


HOLLAND— Cow/. 

No restriction in amount, but purchases of over ic 
liters must be made from wholesale establishment 


Some licensed premises are open as early as 6 a.m. 
and as late as 12:30 a.m. 


By the bottle without license. For consumption on 
premises by licensed places. 


For consumption both on and off the premises by 
licensees. Hotels may sell only to guests. 


Not restricted. 


Profits 


Private profit not limited by government 
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RUSSIA— Cow/. 

Liquor with alcoholic content 
of more than 40% limited to 
one bottle at one time. 


No sale on holidays or pay 
days. Local authorities may es- 
tablish other restrictions. 


Beer in beer parlors. Beer and 
wine by bottle in government 
stores ; for consumption on 
premises by hotels and restau- 
rants. 


By bottle in government stores; 
for consumption on premises in 
hotels and restaurants. 


Not permitted. 


Profits of state alcohol monop- 
oly go to state. 


FINLAND— Cow/. 

At stores for consumption off 
the premises: z liters of spirits, 
5 liters of wine, 20 liters of 
beer at any time at any shop. 
More may be had for special 
occasions, subject to approval 
by shop manager. 

Shops open 10 a.m. to 5 p.m. 
every day except Sundays, holi- 
days and days preceding a few 
holidays, e.g., Christmas, May 
I, June 23. 

Beer under 2.25% sold without 
restriction; beer over 2.25% 
sold through Alcohol Company. 
Class B‘^ restaurants sell only 
wine and beer. Class C restau- 
rants sell only beer. 

Same as beer and wine, in Com- 
pany stores by bottle. Class A 
restaurants sell all beverages. 
Class B restaurants sell all 
beverages up to 21%, and over 
21% if blended with water. 
Aquavit sold only with meals, 
amount limited. 

Alcohol Company does not ad- 
vertise. 

Profits of Alcohol Company be- 
long to state. 
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Taxes 
Excise and 
Customs 
Duty 


TOWARD LIQUOR CONTROL 
HOLLANIV-Cow/. 

Beer, wines and spirits subject to manufacturers’ 
tax and to import duty, both varying with alcoholic 
content, and to a tax on turnover. 
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RUSSIA~Co«/. FINLAND— 

Alcoholic beverages subject to Beer up to 1.8% alcoholic con- 
a liter tax and to tax based on tent tax free. Other beer taxed 
alcoholic content. at rates varying with alcoholic 

content. Duties levied on all 
alcoholic beverages imported. 
Alcohol Company pays local 
and national taxes on same 
basis as other business con> 
cerns. 
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EXPLANATORY NOTES 
AND DEFINITIONS 


ALCOHOL 

Alcohol as it is produced in its pure state is known as ethyl 
alcohol or ethanol. Ethyl alcohol was generally referred to some 
years ago as “grain alcohol” because it was made largely from 
grain. The term is today practically a misnomer, as 90 per cent of 
all alcohol is now made from molasses. 

Denatured alcohol is ethyl alcohol to which have been added 
such denaturing materials as render the alcohol unfit for use as 
a beverage. 

All alcohol producing plants in the United States are privately 
owned, but are operated under government permit and super- 
vision. The permits are granted after an investigation is made of 
the officers and stockholders of the corporation, the source of the 
capital invested, the construction of the plant and the process of 
manufacture. 

Federal inspectors known as “storekeeper gaugers” are con- 
stantly on duty and supervise all manufacture, storage and ship- 
ment of alcohol and the keeping of records. 

Each alcohol distillery is heavily bonded, and the federal gov- 
ernment obtains a prior lien on the property which is liable to 
forfeiture on proof of violation of the law and regulations 
governing plant operation.^ 

ALCOHOLIC BEVERAGES 

The alcoholic beverages commonly made and consumed contain 
up to 45 per cent of alcohol by weight. They are grouped into 
three classes, based on their process of manufacture: 

^ “Industrial Alcohol.” United States Treasury Department, 193a 
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(a) The Fermented Beverages comprising beer, cider, wine 
and kindred products, characterized by an alcoholic content 
of less than 12 per cent by weight. 

(b) The Distilled Spirits such as gin, brandy, whiskey and 
rum containing more than 24 per cent alcohol. 

(c) Mixtures which include fortified wines and liqueurs com- 
bining the characteristics of the two above major groups and 
containing from 12 to 35 per cent of alcohol by weight. 

The Fermented Beverages are subdivided into two major classi- 
fications which are: 

(a) Beer and Ale. 

(b) Wine, Vinous Products and Cider. 

The differentiation between these two groups of fermented 
products is based on the raw material. Beers are made from 
grains, while wines, vinous products and ciders are made from 
fruit juices. 

Beers and Ales. Beers and ales are made from malted barley, 
cereals, hops and water. The grains are mashed and cooked in 
water and the liquid containing the starches, converted into soluble 
sugar, is separated from the spent grain. This solution called 
“wort” is flavored with hops and fermented by the addition of 
yeast, which produces the green beer. This green beer is aged 
before sending out to the trade. The process of brewing is stand- 
ardized by modern factory methods and lasts from one to four 
months. 

Beers and ales contain water from 85 to 92 per cent, solid 
material from 4 to 8 per cent, alcohol from 2 to 6 per cent and 
carbonic acid about one-half of i per cent by weight. The solids 
are sugars, proteins, and mineral salts such as phosphates and 
potash. All beers possess definite food value on account of 
their sugars and their alcohol and these foods are in a readily 
assimilable form. The most distinctive characteristic of beer is its 
foamy head, which is due mostly to the carbonic acid. 

Wine is the naturally fermented product of the grape. Similar 
products are also made from other fruits, e.g., cider from apples, 
perry from pears, and date and fig wine, etc. The numerous 
varieties of grapes supply the raw material for over 95 per cent 
of the wines made in the whole world. 
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The process of manufacture is simple. The grapes are crushed 
and the juice is pressed out. This juice is called “must.” It is 
fermented and the resultant green wine is aged, blended and 
prepared for the trade. For quality products, aging takes one year 
or more. 

Naturally fermented wines contain from 5 to 12 per cent of 
alcohol by weight, i to 4 per cent of solids, 80 to 90 per cent of 
water. Wine has food value, by virtue of its alcoholic content, 
the unfermented sugars and the acids produced during the manu- 
facturing and ageing processes. 

Distilled Spirits. Alcohol in concentrations greater than 12 per 
cent by weight are rarely produced by fermentation. If greater 
concentrations of alcohol are desired, it is necessary to distil or 
separate the alcohol from the mother-solutions and to condense the 
alcohol vapors. The result is called Distilled Spirits, and these 
have to be rectified, cured, aged and processed to become bever- 
ages. They are sold under the names of gin, brandy, whiskey, rum, 
etc. These various products are distinguished by the raw ma- 
terials used in their manufacture. Brandy uses wine as a raw 
material, while whiskey is made from fermented grains and rum 
from molasses. 

Distilled liquors have no food value other than the alcohol they 
contain, and the flavors readily hide the unpalatable quality of 
this major ingredient. 

Mixtures are those alcoholic beverages made by combining 
fermented and distilled spirits. The fortified divines containing from 
12 to 18 per cent alcohol, such as port, sherry, tonics, medicated 
drinks, are made from a wine base with brandy additions. The 
liqueurs contain large amounts of sugars, flavors and herb ex- 
tracts (10 to 20 per cent), besides 25 to 45 per cent of alcohol by 
volume. 

PROOF-SPIRIT 

Proof -Spirit: A term adopted to indicate the standard by which 
the strength, or alcoholic content, of distilled products is measured 
for revenue purposes. The word “proof” refers exclusively to 
strength and implies nothing whatever as regards the purity of 
the liquid. 

English proof-spirit: In England, proof-spirit must have alcohol 
12/13 the weight of an equal volume of distilled water at 51® F. 
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That is to say, 100® English proof-spirit contains 49.3 per cent by 
vjeight of absolute alcohol. 

United States proof -spirit: In the United States, spirits are said 
to be proof when one-half the volume is alcohol at 60® F. and of 
a specific gravity of 0.7939. The highest degree of proof is 200® 
which is absolute alcohol (ethyl), or 100 per cent alcohol by 
volume. A liquid is said to be loo-proof when it is 50 per cent 
alcohol by volume. The simple term “proof-spirits’* is often used 
to mean 100 proof spirits, containing 50 per cent alcohol by 
volume. 

MEASURES 

Gallon: United States standard gallon is 231 cubic inches. The 
British Imperial gallon is 277.274 cubic inches. 

A wine gallon is a measure of liquid quantity of any proof, 
i.e., in the United States a wine gallon is the regular liquid 
measure of 231 cubic inches of liquid of any proof; in Great 
Britain a wine gallon is 277.274 cubic inches of liquid of any 
proof. 

A proof gallon is a wine gallon of 100 per cent proof-spirits, i.e., 
it is 50 per cent alcohol by volume. A wine gallon of 200 proof 
(the highest proof), which is absolute alcohol or 100 per cent by 
volume would, therefore, be equivalent to two proof or tax gallons. 

Industrial alcohol as generally produced ranges from 188 to 
192 proof. 

A wine gallon of alcohol as usually produced, averaging 190 
proof, would be almost two (1.9) proof gallons. The fact should, 
therefore, be kept in mind that a wine gallon is almost twice the 
volume of a lOO-proof or tax gallon, or, stated the other way 
around, a tax gallon is almost half the volume of a wine gallon. 
Records of production and disposition in statistical tables show 
distilled (except denatured) alcohol in tax or proof gallons. To 
give a concrete example: a whiskey 50 per cent alcohol by volume 
is 100 proof. One wine gallon of this liquor would, therefore, be 
equivalent to one proof or tax gallon. A whiskey with alcoholic 
content of 53 per cent by volume is 106 proof and a wine gallon 
of this would be the equivalent of 1.06 proof or tax gallons and 
would, therefore, be taxed on that basis. 

United States Government statistical tables show wines, beers 
and denatured alcohol in wine gallons for revenue purposes. 
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Alcohol by voeight and by volume: A calculation of alcohol 
by weight can be converted to a calculation of alcohol by volume, 
and vice versa as follows: 

Alcohol by weight = alcohol by volume multiplied by .80. 
Alcohol by volume = alcohol by weight multiplied by 1,25. 
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PERCENTAGE OF ABSOLUTE ALCOHOL 
IN VARIOUS BEVERAGES 



Per Cent by Volume 


1. 00 

.80 


Per Cent by Weight 


1. 25 

1. 00 



U. S. A. 

%by 

%BV 

Classification 

Beverage 

Proof 

VoL. 

Wt. 

Beers — Light. . . 

Light Beer (local) 


3 .00 

2.40 


1933 Legal American Beer. 
German Beer Most Largely 


4-00 

3.20 


Used 


4.38 

350 

— Strong. . 

Export Lager 


5.00 

4.00 


Ale and Porter 


6.2$ 

S-oo 

Ciders..* 

Barrel Cider 


3.50 

2.80 


Bottled Cider 


6.00 

4.80 

Wines 

Moselle 


6.65 

S-io 


Rhine; Claret 


9.62 

7.70 


Bordeaux (White, Red) . . . 


11.50 

9.20 


Chianti; Muscatel 


12.50 

10.00 


California — average 


11.30 

8.80 


Burgundy 


13.50 

10.80 

Sparkling Wines 

Sparkling — average 


8.50 

6.80 


Mousseaux 


10.00 

8.00 


Champagne 


12.50 

10.00 

Fortified Wines. 

Proprietary Medicines. . . . 


16.00 

12.80 


Port and Sherry 


19.00 

16.20 


Medicated Wines (Tonics) . 


22.00 

17.60 

Liqueurs 

Chartreuse 

64 

32.00 

25.60 


Benedictine. 

84 

42.00 

33 -So 


Cointreau 

80 

40.00 

32.00 


Absinthe 

110 

SS-oo 

42.40 
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